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The  Economic  Bulletin  for  Latin  America  has  been  published  by  the  secretariat  of  the 
Economic  Commission  for  Latin  America  twice  yearly  since  1956.  The  essential  purpose  of  this 
periodical  is  to  provide  a  resume  of  the  economic  situation  of  the  region  designed  to  supplement 
and  bring  up  to  date  the  information  published  in  the  Commission’s  annual  economic  surveys. 
Apart  from  this  summary,  which  is  to  appear  in  every  issue,  special  articles  on  different  subjects 
related  to  the  economy  of  Latin  America  are  included,  as  well  as  informative  and  methodological 
notes. 

The  ECLA  secretariat  assumes  entire  responsibility  for  the  Bulletin.  Its  content — intended 
for  the  information  both  of  public  officials  and  of  the  general  reader — was  not  submitted  to  the 
Commission’s  member  Governments  before  publication. 

Since  October  1958  the  Bulletin  has  regularly  included  a  Statistical  Supplement.  This  sub¬ 
sequently  became  large  enough  to  warrant  separate  publication,  one  issue  being  published  in 
1960,  another  in  1961  and  two  in  1962,  each  being  bilingual  with  the  corresponding  table  of 
contents.  Since  1964,  a  new  publication,  the  Statistical  Bulletin  for  Latin  America,  has  been  issued 
twice  a  year,  to  provide  the  public  with  a  regular  flow  of  statistical  data  on  economic  matters. 


EXPLANATION  OF  SYMBOLS 

Three  dots  (...)  indicate  that  data  are  not  available  or  are  not  separately  reported. 

A  dash  ( — )  indicates  that  the  amount  is  nil  or  negligible. 

A  minus  sign  ( — 300)  indicates  a  deficit  or  a  decrease. 

A  stroke  (/)  indicates  a  crop  year  or  a  fiscal  year,  e.g.,  1954/55. 

An  asterisk  (*)  is  used  to  indicate  partially  or  totally  estimated  figures. 

“Tons”  and  “dollars”  are  metric  tons  and  United  States  dollars,  respectively,  unless  otherwise  stated. 
Minor  discrepancies  in  totals  and  percentages  are  due  to  rounding. 
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INTRODUCTORY  NOTE 


In  connexion  with  the  second  session  of  the  United  Nations  Conference  on 
Trade  and  Development  (New  Delhi,  1  February  to  29  March  1968),  the 
ECLA  secretariat  felt  that  it  might  usefully  help  to  spread  knowledge  of  the 
topics  discussed  at  the  Conference  by  reproducing  in  the  present  issue  of 
the  Bulletin  the  report  it  had  presented  under  the  title  of  “Latin  America  and 
the  second  session  of  UNCTAD'’  (E/CN. 12/803) .  In  the  version  of  the  text 
given  here,  chapter  I,  analysing  recent  trends  in  Latin  America’s  foreign 
trade,  is  omitted,  since  fuller  and  more  up-to-date  information  on  the  subject 
can  be  found  in  the  Economic  Survey  of  Latin  America  for  1966  and  1967. 

The  report  is  supplemented  by  two  other  documents  which  represent 
milestones  on  the  road  towards  an  international  trade  policy:  the  Charter 
of  Tequendama,  adopted  by  the  Latin  American  countries  members  of  the 
Special  Committee  on  Latin  American  Co-ordination  (CECLA)  at  its  Fourth 
Meeting  at  the  Expert  Level  (Bogota,  September  1967)  ;  and  the  Charter  of 
Algiers,  adopted  by  the  developing  countries  members  of  the  Group  of  77 
(Algiers,  October  1967). 


LATIN  AMERICA  AND  THE  SECOND  SESSION  OF  UNCTAD 

I.  INTRODUCTION 


This  report,  which  the  ECLA  secretariat  pre¬ 
sented  to  the  second  session  of  the  United 
Nations  Conference  on  Trade  and  Development 
(UNCTAD),  was  prepared  in  compliance  with 
ECLA  resolution  264  (XII)  and  General  As¬ 
sembly  resolution  2206  (XXI). 

In  this  last  resolution,  the  General  Assembly 
invited  United  Nations  agencies  and  the  regional 
economic  commissions  “to  pay  special  attention, 
in  their  programmes,  to  preparations  for  the 


second  session  of  the  Conference,  and  to  take 
such  steps  as  may  be  feasible  to  extend  their 
full  co-operation  in  ensuring  its  success”.  In 
ECLA  resolution  264  (XII),  the  Commission, 
“having  studied  the  report  submitted  by  the 
secretariat  of  the  Commission  on  Latin  America 
and  international  trade  policy  (E/CN.12/773), 
a  provisional  version  of  the  study  which  it  is 
preparing  for  the  second  session  of  the  Con¬ 
ference  on  Trade  and  Development  as  part  of 
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its  continuing  work  of  analysis  and  elucidation 
of  the  Latin  American  countries’  external  sector 
problems,  and  also  in  compliance  with  resolu¬ 
tion  262  (AC.58)1  of  the  Committee  of  the 
Whole  of  this  Commission”,  requested  the  sec¬ 
retariat  “to  revise  and  update  that  document, 
with  due  regard  to  the  comments,  statements 
and  recommendations  made  during  the  pro¬ 
ceedings  of  the  present  session  and  such  new 
developments  bearing  on  foreign  trade  and  trade 
policy  as  are  of  particular  concern  to  the  Latin 
American  countries,  for  the  purposes  set  forth 
in  resolution  262  (AC.58),  and  for  presentation 
to  the  second  session  of  the  Conference”.  It 
added  that  “the  secretariat  shall  transmit  the 
document  to  all  the  States  members  of  the  Com¬ 
mission  and  consult  the  Governments  of  the 
developing  countries  members  of  the  Com¬ 
mission  as  and  when  appropriate,  with  a  view 
to  convening  a  meeting  of  government  experts 
to  consider  the  document  before  the  second 
session  of  UNCTAD”,  subsequently  listing  sev¬ 
eral  aspects  to  be  taken  into  account  by  the 
secretariat  in  its  revision  and  updating  of  the 
document  in  question. 

In  accordance  with  these  provisions,  the 
ECLA  secretariat  prepared  several  reports  on 
such  topics  as  commodity  trade  problems  and 
policies,  expansion  and  diversification  of  exports 
of  manufactures  and  semi-manufactures,  and 
problems  stemming  from  the  unilateral  use  of 
escape  clauses,  which  served  as  a  basis  for  the 
discussions  of  the  Special  Committee  on  Latin 
American  Co-ordination  (CECLA)  at  its  Fourth 
Meeting  at  the  Expert  Level  (Bogota,  September 
1967).  The  conclusions  reached  during  these 
discussions  were  set  forth  in  the  Charter  of 
Tequendama,  in  which  the  countries  members 
of  CECLA  adopted  a  common  stand  on  some 
of  the  substantive  aspects  of  the  agenda  of  the 
second  session  of  UNCTAD,  with  a  view  to 
communicating  their  position  to  the  participants 
in  the  Ministerial  Meeting  of  the  Group  of  77 
(Algiers,  October  1967). 


1  In  this  resolution,  the  ECLA  Committee  of  the 
Whole  requested  the  secretariat  “to  accord  the  Latin 
American  countries  the  co-operation  and  advice  needed, 
on  an  individual  or  collective  basis,  for  the  purpose  of 
defining  possible  lines  of  joint  action  in  the  field  of 
trade  policy,  especially  in  relation  to  .  .  .  questions  of 
special  interest  for  those  countries  that  it  is  decided  to 
consider  at  the  second  session  of  UNCTAD”.  In  ac¬ 
cordance  with  this  resolution,  the  Special  Committee 
on  Latin  American  Co-ordination  (CECLA)  requested 
the  ECLA  secretariat,  in  a  resolution  adopted  at  its 
Third  Meeting  at  the  Expert  Level  (Mexico,  July  1966), 
to  prepare  a  basic  draft  document  defining  the  position 
to  be  taken  by  Latin  America  at  the  second  session  of 
UNCTAD. 


After  this  Meeting  the  ECLA  secretariat  pre¬ 
pared,  in  accordance  with  resolution  264  (XII), 
a  preliminary  version  of  this  document  taking 
into  account,  inter  alia ,  the  provisions  of  the 
Charter  of  Tequendama  and  the  Charter  of 
Algiers,  and  submitted  it  for  consideration  to 
the  Meeting  of  Government  Experts  of  the  De¬ 
veloping  Countries  Members  of  the  Commission 
held  at  the  Commission’s  headquarters  from  11 
to  15  December  1967. 

1.  The  second  session  of  UNCTAD 

The  second  session  of  UNCTAD  is  of  far- 
reaching  importance  for  the  developing  coun¬ 
tries.  There  is  a  need  for  fundamental  changes 
in  international  economic  and  financial  policy 
and  this  Conference  provides  an  exceptional  op¬ 
portunity  for  determined  joint  action  on  the 
part  of  the  Latin  American  countries  and  other 
developing  regions,  with  a  view  to  securing  the 
adoption  of  specific  decisions  conducive  to  the 
establishment,  on  the  international  plane,  of 
new  conditions  that  will  promote  the  expansion 
of  trade,  and  to  the  provision  of  instruments 
for  implementing  the  technical  and  financial  co¬ 
operation  programmes  needed  by  these  countries. 

The  vicissitudes  of  Latin  American  develop¬ 
ment  in  the  last  few  years  demonstrate  that  if 
these  institutional  and  policy  changes  are  not 
made,  at  both  the  domestic  and  the  international 
levels,  it  will  be  impossible  to  ensure  a  satis¬ 
factory  rate  of  economic  growth  and  develop¬ 
ment.  As  the  problems  besetting  these  countries 
are  becoming  ever  more  urgent,  far-reaching 
decisions  are  required  to  overcome  them.  It 
must  be  hoped  that  the  economically  more  ad¬ 
vanced  countries,  in  which  wealth,  well-being 
and  technical  progress  are  being  concentrated, 
in  contrast  with  the  stagnation  and  weakness 
prevalent  in  the  developing  countries,  will  de¬ 
cide — for  reasons  of  equity  and  in  view  of  the 
responsibility  they  assume  in  the  international 
community — to  promote  these  economic  and 
financial  policy  changes. 

There  are  many  institutional,  economic  and 
social  factors  which  combine  together  to  limit 
the  growth  possibilities  of  the  Latin  American 
economies  and  have  much  to  do  with  the  insta¬ 
bility  to  which  they  are  prey.  The  external 
sector  bottleneck  not  only  curtails  or  impedes 
economic  growth,  but  also  makes  it  difficult  to 
introduce  structural  changes  and  overcome  other 
restrictive  factors  of  an  internal  nature. 

Tffie  rigidity  of  Latin  America’s  external  trans¬ 
actions  and  the  lack  of  dynamism  in  the  export 
sector  will  nullify  the  efforts  that  should  be 
made  to  increase  the  national  saving  needed 
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to  raise  production  capacity.  Without  external 
financial  co-operation,  supplemented  by  expan¬ 
sion  and  diversification  of  exports,  it  will  be 
practically  impossible  to  speed  up  capital  forma¬ 
tion  and  raise  the  level  of  income.  The  process 
of  integration  itself,  which  is  the  cornerstone  of 
Latin  American  development  strategy,  will  be 
seriously  threatened  if  the  blockage  in  the  re¬ 
gion’s  economic  and  financial  relations  with  the 
rest  of  the  world  is  not  eliminated. 

2.  The  external  sector  bottleneck  and  the 

WEAKNESS  OF  THE  ECONOMIC  GROWTH  RATE 

The  increased  export  earnings  of  the  Latin 
American  countries  in  recent  years  aroused  a 
certain  amount  of  optimism  that  more  favour¬ 
able  trends  in  the  export  sector  might  eliminate 
the  bottleneck  which  was  holding  up  economic 
development  in  those  countries.  Export  earnings, 
which  by  1955  had  increased  at  a  rate  of 
scarcely  1.5  per  cent  annually  and  which  had 
remained  relatively  stationary  for  the  non¬ 
petroleum-exporting  countries  as  a  whole,  began 
to  pick  up  and  grew  at  an  annual  rate  of  more 
than  5  per  cent  from  1960  onwards. 

Other  factors  which  helped  to  raise  the  growth 
rate  of  income  in  Latin  America  in  the  space 
of  a  few  years  and  to  strengthen  the  more 
favourable  outlook  for  Latin  American  devel¬ 
opment  included  certain  external  financing  fa¬ 
cilities,  the  implementation  of  regional  financial 
co-operation  programmes,  progress  in  national 
planning — which  led  in  particular  to  a  better 
allocation  of  public  resources — ,  a  greater  will¬ 
ingness  to  tackle  the  structural  problems  relating 
to  agrarian  reform,  the  modernization  of  public 
administration,  tax  reforms  and  the  ground 
gained  in  the  integration  process. 

The  outlook  was  further  strengthened  by  the 
principles  and  recommendations  adopted  at  the 
first  session  of  UNCTAD  and  by  the  statements, 
objectives  and  standards  formulated  in  GATT, 
particularly  with  the  initiation  of  the  Kennedy 
Round.  In  short,  there  was  room  to  believe 
that  a  start  had  been  made  on  preparing  a  new 
international  trade  and  financing  policy  which 
would  enable  the  developing  countries  to  em¬ 
bark  on  a  period  of  more  stable  and  satisfactory 
economic  growth. 

Events  were,  however,  to  fall  far  short  of 
these  hopes.  The  relative  position  of  Latin 
America  as  regards  production  and  economic 
development  continued  to  deteriorate,  and  the 
commitments,  principles  and  recommendations 
designed  to  build  a  new  structure  for  the  world 
market  and  development  financing  were  not 
effectively  implemented. 


The  annual  economic  growth  rate  of  Latin 
America  as  a  whole  was  not  even  5  per  cent 
and  was  well  below  the  targets  established  in 
the  regional  co-operation  programmes.  From 
1960  to  1966  the  average  annual  growth  rate 
of  income  was  less  than  4.5  per  cent.  Estimates 
indicate  that  it  did  not  exceed  that  in  1967  and 
may  even  have  been  lower,  as  a  result  of  the 
marked  deterioration  in  the  terms  of  trade. 

These  rates  reveal  that  the  development  of 
the  economy  has  been  very  unsatisfactory,  the 
more  so  as  population  in  Latin  America  has 
an  annual  growth  rate  approaching  3  per  cent. 
Therefore,  there  is  insufficient  economic  growth 
to  occupy  the  labour  force  productively  or  to 
improve  the  levels  of  living  of  the  population, 
since  average  per  capita  income  is  growing  at 
an  annual  rate  of  scarcely  1.5  per  cent. 

An  over-all  growth  rate  of  5  per  cent  was 
achieved  only  in  two  years  for  the  region  as  a 
whole,  and  it  can  be  seen  that  there  has  been 
a  continued  weakening  of  the  economic  growth 
rate,  in  line  with  a  long-term  trend  which  has 
been  apparent  since  1955,  although  some  Latin 
American  countries  have  experienced  a  more 
favourable  development. 

The  increase  in  export  earnings  in  the  first 
six  years  of  the  nineteen-sixties  was  not  a  prod¬ 
uct  of  changes  in  the  structural  conditions 
which  have  long  proved  an  obstacle  to  the 
expansion  and  diversification  of  Latin  American 
exports.  It  was  more  the  result  of  a  combination 
of  circumstances  likely  to  disappear  over  the 
short  term,  and  this  is,  in  fact,  what  happened. 
While  it  is  true  that  the  increase  in  foreign 
exchange  earnings  was  in  part  due  to  greater 
demand  in  the  industrialized  countries,  spurred 
by  their  extraordinary  economic  growth,  it  was 
no  less  attributable  to  other  kinds  of  factors, 
such  as  reduced  supply  of  certain  products  in 
other  producer  areas,  because  of  adverse  weather 
conditions,  trade  union  conflicts  and  delays  in 
production  programmes,  which  brought  about 
a  rise  in  prices  and  an  increase  in  the  volume 
of  exports. 

An  examination  of  the  destination  of  Latin 
American  exports  in  the  last  few  years  shows 
that  exports  to  other  Latin  American  countries 
and  to  the  socialist  area  displayed  greater  dyna¬ 
mism.  These  exports  have  a  relatively  minor 
effect  on  absolute  export  earnings,  since  their 
share  of  total  exports  is  still  small  (less  than 
20  per  cent,  even  including  Cuba’s  exports).  In 
contrast,  exports  to  the  industrialized  countries 
grew  at  a  slower  rate. 

The  disappearance  of  those  temporary  factors 
and  reduced  demand  in  the  industrialized  coun- 
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tries,  whose  rate  of  economic  growth  declined 
in  1967,  limited  Latin  America’s  exports  and 
brought  about  an  almost  general  drop  in  world 
market  prices  for  staple  commodities.  This  move¬ 
ment,  which  was  already  apparent  in  1966, 
spread  in  1967  to  coffee,  meat,  maize,  fish  meal, 
wool,  copper,  tin,  lead  and  zinc,  which  lost  all 
the  ground  they  had  gained  with  the  rise  in 
prices  in  1964  and  1965.  Thus,  the  value  of 
exports  in  1967  tended  to  remain  stationary  or 
to  decline  in  several  countries,  and  for  Latin 
America  as  a  whole  it  is  unlikely  that  export 
earnings  in  dollars  will  top  the  figure  of  10,700 
million  reached  in  1966. 

This  deterioration  in  the  terms  of  trade  is 
extremely  serious  at  the  present  stage  of  eco¬ 
nomic  development  in  Latin  America.  Import 
substitution  is  tending  to  reach  its  limits,  the 
export  structure  is  extremely  inflexible,  imports 
have  for  many  years  been  held  down,  and  the 
resultant  tensions  in  the  balance  of  payments 
are  accentuated  by  the  heavy  burden  of  servicing 
investment  and  the  external  debt.  Between  1960 
and  1966  financial  services — for  amortization, 
profits  and  interest  on  investment  and  external 
loans — increased  far  more  than  export  earnings. 
While  the  latter  increased  by  35  per  cent,  remit¬ 
tances  of  profits  and  interest  rose  67  per  cent 
and  amortization  payments  on  autonomous  loans 
by  41  per  cent.  In  short,  these  financial  services 
in  1966  absorbed  a  third  of  the  total  value  of 
income  from  exports  of  goods. 

For  this  reason,  imports  have  been  unable  to 
grow  at  the  same  pace  as  export  earnings.  The 
countries  were  obliged  to  meet  the  service  pay¬ 
ments  on  the  accumulated  debt  and  to  replenish 
to  some  extent  the  monetary  reserves,  which  had 
fallen  to  a  dangerously  low  level.  In  these  cir¬ 
cumstances,  any  reduction  imposed  on  imports 
would  inevitably  lead  to  a  shortage  of  essential 
supplies,  thus  affecting  the  levels  of  economic 
activity  and  capital  formation. 

Moreover,  past  experience  has  shown  that  a 
deterioration  in  the  terms  of  trade  cancels  out 
the  possible  effects  of  foreign  capital  and  financ¬ 
ing  on  investment  and  production,  and  worsens 
the  balance-of-payments  situation,  because  in 
addition  to  the  increase  in  financial  services 
the  developing  countries  are  making  a  free  and 
direct  transfer  of  resources  to  the  economically 
more  advanced  countries  as  a  result  of  the  de¬ 
terioration  in  export  prices. 

3.  Prospects  for  Latin  America’s  exports 

AND  ECONOMIC  GROWTH 

What  has  been  said  of  the  external-sector  bot¬ 
tleneck  implies  that  the  future  development  of 


trade  and  external  financing  in  relation  to  the 
economic  growth  of  Latin  America  will  en¬ 
counter  serious  difficulties,  and  in  the  end  will 
prove  definitely  unsatisfactory,  unless  there  is 
a  change  in  the  existing  situation  as  regards 
both  trade  and  international  economic  and  finan¬ 
cial  policy.  This  view  is  corroborated  by  the 
technical  studies  on  long-term  projections  car¬ 
ried  out  in  recent  years,  in  particular  since  the 
first  session  of  UNCTAD.  Moreover,  Latin 
America’s  experience  since  1955  has  once  again 
testified  to  the  external  sector’s  vital  importance 
for  the  development  process,  and  to  the  neces¬ 
sity  of  rapidly  stepping  up  export  earnings  and 
available  external  financing  so  that  the  growth 
rate  can  be  increased  in  consonance  with  the 
expansion  of  production  capacity. 

Latin  America’s  economic  growth  rate  should 
average  over  6  per  cent,  to  enable  the  region  to 
absorb  its  labour  force,  improve  levels  of  living 
— especially  in  the  lower  income  groups — , 
facilitate  the  implementation  of  structural  re¬ 
forms  and  launch  far-reaching  programmes  for 
the  education  and  training  of  human  resources. 
If  this  development  process  is  to  be  conducted 
with  a  reasonable  degree  of  efficiency,  and  if 
income  trends  are  really  to  improve  sufficiently 
for  the  above-mentioned  target  to  be  attained, 
imports  should  expand  at  much  the  same  rate 
as  income  to  permit  the  satisfaction  of  require¬ 
ments  in  respect  of  essential  goods,  in  particular 
the  capital  goods  needed  for  increased  invest¬ 
ment  in  the  expansion  of  production  capacity. 
This  does  not  mean  that  the  import  substitution 
process  should  not  continue. 

The  projections  with  respect  to  the  evolution 
of  exports  in  existing  conditions  show  that  it 
is  impossible  for  the  target  growth  rate  to  be 
attained,  because  of  the  considerable  potential 
deficit  deriving  from  the  gap  between  projected 
exports  and  import  requirements  and  from  the 
scale  of  returns  and  interest  on  the  foreign 
investment  and  loans  that  would  be  needed. 
The  outlook  is  similar,  although  the  deficit  is 
smaller,  when  the  technical  study  postulates 
more  modest  development  objectives  (for  exam¬ 
ple,  an  annual  growth  rate  of  a  little  over 
5  per  cent) . 

From  the  short-term  standpoint,  the  follow¬ 
ing  highly  significant  facts  bear  out  this  some¬ 
what  gloomy  view  of  external-sector  develop¬ 
ment  prospects  in  the  Latin  American  region: 

(a)  The  basic  principles  and  recommenda¬ 
tions  adopted  at  the  first  session  of  UNCTAD, 
with  the  aim  of  establishing  a  new  organizational 
pattern  of  international  trade  and  promoting 
the  financial  co-operation  required  by  the  de- 
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veloping  countries,  were  related  to  the  need  to 
refrain  from  setting  up  new  barriers  against 
primary  commodities  produced  by  the  develop¬ 
ing  countries,  to  eliminate  or  reduce  internal 
and  external  taxes  and  restrictions  which  hamper 
trade  in  such  products  and  in  semi-manufactures 
and  manufactures,  to  concert  agreements  or  ar¬ 
rangements  of  other  kinds  designed  to  ensure  the 
expansion  of  exports  and  to  guarantee  remunera¬ 
tive  and  stable  prices,  to  adopt  the  shipping  meas¬ 
ures  proposed  and  to  pursue  the  objectives  estab¬ 
lished  with  respect  to  the  availability  of  external 
financing  and  to  policy  in  this  field.  They  have 
hardly  been  reflected  at  all  in  specific  decisions, 
however,  and  the  quantitative  objectives  postu¬ 
lated  on  that  occasion  are  still  a  long  way  off.  It 
may  even  be  asserted  that  in  many  important 
respects  the  over-all  situation  has  deteriorated 
as  far  as  the  Latin  American  countries  are 
concerned; 

( b )  The  results  of  the  Kennedy  Round  have 
fallen  short  of  expectations  aroused,  especially 
in  the  light  of  the  objectives  and  principles 
originally  established  with  a  view  to  solving 
the  problems  of  the  developing  countries.  Ad¬ 
mittedly,  tariff  concessions  or  reductions  were 
negotiated  for  some  of  the  products  of  the 
developing  countries,  but  nothing  was  done  to 
remove  the  basic  obstacles  that  prevent  these 
products  from  gaining  access  to  the  developed 
countries’  markets  on  satisfactory  terms.  What  is 
more,  the  concessions  will  lead  to  the  expansion 
of  trade  among  the  developed  countries  and  will 
undermine  the  position  of  the  countries  at  less 
advanced  stages  of  development,  although  in¬ 
directly  they  may  also  afford  incentives  to  de¬ 
mand  for  certain  Latin  American  export  items; 

(c)  It  is  all  too  well-known  that  the  weak¬ 
ness  of  commodity  prices  adversely  affects  the 
terms  of  trade,  and  ultimately  aggravates  the 
sluggishness  and  instability  of  the  rate  of  econo¬ 
mic  development  in  the  Latin  American  coun¬ 
tries; 

( d )  Restrictive  measures  are  being  adopted 
in  the  industrialized  countries  that  will  be  re¬ 
flected— as  has  already  been  the  case  in  1967 — 
in  a  contraction  of  demand  or  a  fall  in  prices 
for  imports  of  the  developing  countries  prod¬ 
ucts; 

(e)  The  discriminatory  policy  of  protection 
and  expansion  which  the  industrialized  coun¬ 
tries  are  pursuing  with  regard  to  primary  prod¬ 
ucts  which  constitute  some  of  Latin  America’s 
traditional  exports  is  even  carried  so  far  as  to 
include  the  granting  of  export  subsidies,  with 
obviously  damaging  effects  on  sales  and  prices 
of  Latin  American  products.  It  is  likely  to  be 


strengthened,  and  more  widely  applied,  if  other 
industrialized  countries  join  the  communities 
or  areas  concerned; 

(/)  There  is  a  danger  that  the  geographical 
area  of  application  of  the  system  of  special 
preferences  may  be  broadened  and  that  new 
products  may  be  incorporated,  to  the  detriment 
of  the  Latin  American  countries’  export  trade; 

(g)  Proposals  are  again  being  mooted  in  the 
United  States  for  the  imposition  of  restrictions 
on  important  Latin  American  export  items,  a 
proceeding  which  might  seriously  jeopardize  the 
favourable  intentions  expressed  by  the  United 
States  Government — particularly  in  the  Declara¬ 
tion  of  the  Presidents  of  America— with  respect 
to  co-ordinating  efforts  and  supporting  solutions 
in  favour  of  the  less  advanced  countries  in  sub¬ 
stantive  aspects  of  economic  and  financial 
policy ; 

( h )  Competition  from  substitutes  and  synthe¬ 
tics  continues  to  affect  exports  of  natural 
products; 

(i)  Certain  financial  provisions  which — for 
balance-of-payments  reasons  or  on  account  of 
monetary  policy  patterns— are  being  applied  in 
the  industrialized  countries  are  tending  to  re¬ 
strict  financial  co-operation,  reduce  the  volume 
of  aid  and  raise  the  costs  of  financial  assistance 
through  higher  rates  of  interest  and  through 
tied  loans. 

To  sum  up,  as  regards  the  expansion  of  trade 
and  external  financing  facilities,  the  objectives 
proposed  by  the  developing  countries  at  the  first 
session  of  UNCTAD,  which  on  that  occasion 
began  to  be  translated  into  terms  of  resolu¬ 
tions,  commitments  or  recommendations,  are 
still,  in  essence,  targets  on  the  horizon,  despite 
the  time  that  has  elapsed  and  the  commitments 
assumed  by  the  developed  countries.  The  ex¬ 
perience  acquired  since  then  shows  how  justifi¬ 
able  were  those  proposals  and  how  pressing 
is  the  need  for  radical  changes  in  the  field  of  in¬ 
ternational  trade  and  financing,  in  order  to  open 
up  possibilities  for  the  expansion  of  the  econo¬ 
mically  less  developed  countries’  production  and 
trade. 

4.  Scope  and  main  agenda  items  of  the 
New  Delhi  Conference 

It  has  already  been  pointed  out  that  the  New 
Delhi  Conference  will  afford  an  exceptional 
opportunity  of  translating  into  terms  of  specific 
decisions  the  commitments,  principles  and 
recommendations  agreed  upon  at  the  first  session 
of  UNCTAD  and  in  other  international  forums, 
or  of  concerting  specific  action  programmes  and 
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practical  procedures  through  which  the  various 
commitments  assumed  may  find  immediate  ex¬ 
pression  in  government  decisions. 

Obviously,  at  the  forthcoming  session  of 
UNCTAD  it  will  not  be  possible  to  embark 
upon  detailed  negotiations  with  respect  to  every 
single  one  of  the  agenda  items.  But  at  least 
approval  may  be  secured  for  guiding  principles 
on  which  such  negotiations  can  be  based,  and 
for  appropriate  suggestions  as  to  the  technical 
studies  that  should  he  carried  out,  the  meetings 
of  experts  that  should  be  convened,  and  the 
terms  of  reference  and  deadlines  that  should  be 
complied  with  in  the  various  stages  of  the  work 
up  to  the  application  of  final  decisions. 

A  very  sensible  proposal  in  this  connexion 
seems  to  be  that  of  identifying  the  essential 
questions  of  interest  to  the  developing  countries 
on  which  basic  studies  are  available  or  which 
have  been  sufficiently  clarified.  In  respect  of 
these,  negotiations  could  be  undertaken  without 
further  delay,  or  specific  bases  for  that  purpose 
discussed. 

Some  of  the  principal  items  on  the  agenda 
for  New  Delhi  which  are  ripe  for  negotiation 
or  discussion  with  a  view  to  arriving  at  prac¬ 
tical  decisions  are  summarized  below. 

(a)  Commodity  trade 

Where  commodity  trade  is  concerned,  the  con¬ 
sensus  of  opinion  is  that  the  developing  coun¬ 
tries  will  be  able  to  expand  their  exports  at  a 
satisfactory  rate  only  in  so  far  as  the  developed 
countries  adopt  policies  designed  to  improve 
conditions  of  access  to  their  markets.  With  all 
due  regard  to  the  cases  in  which  the  sluggish¬ 
ness  of  export  growth  rates  is  imputable  to 
limitations  on  the  supply  side,  it  is  generally 
concluded  that  the  development  of  Latin 
America’s  exports  is  chiefly  determined  by  the 
fluctuations  of  external  demand,  and  that  the 
demand  in  question  might  increase  more  rapidly 
if  better  conditions  of  access  to  markets  were 
established.  A  sine  qua  non  for  the  attainment 
of  this  objective  is  the  adoption,  at  the  forth¬ 
coming  session  of  UNCTAD,  of  specific  deci¬ 
sions  and  measures  such  as  the  following: 

(i)  Setting  of  ceilings  on  self-sufficiency  in 
the  developed  countries,  in  order  to  guarantee 
the  developing  countries’  exports  a  specified 
minimum  share  in  total  supplies  for  the  de¬ 
veloped  countries.  The  maintenance  of  this  mini¬ 
mum  share  would  entail  an  undertaking  on  the 
part  of  the  developed  countries  to  refrain  from 
encouraging  anti-economic  production,  through 
measures  to  protect  agriculture,  in  activities 


competing  with  the  export  lines  of  developing 
countries; 

(ii)  Reduction  and  elimination  of  customs 
duties,  internal  rates  and  taxes  and  non-tariff 
restrictions  applied  to  imports  of  commodities 
produced  solely  or  mainly  by  the  developing 
countries.  An  indispensable  requisite  for  the 
general  liberalization  of  conditions  of  access 
for  items  produced  only  by  the  developing 
countries  is  that  appropriate  procedures  be  de¬ 
vised  for  the  gradual  elimination  of  the  discrimi¬ 
natory  preferences  granted  by  some  of  the 
developed  countries  in  favour  of  certain  develop¬ 
ing  countries.  By  this  means  the  developing 
countries  could  attain  a  higher  degree  of  solida¬ 
rity  and  community  of  interests; 

(iii)  Adoption  of  measures  which  will  help 
to  improve  the  competitive  position  of  certain 
natural  products  in  whose  case  world  consump¬ 
tion  has  been  declining  as  a  result  of  competi¬ 
tion  from  substitutes  or  synthetics.  This  could 
be  done  through  programmes  at  the  interna¬ 
tional  level  covering  the  improvement  of  pro¬ 
ductivity,  research  on  new  uses  of  natural 
products  and,  in  general,  promotion  of  con¬ 
sumption  of  the  commodities  concerned.  The 
same  end  would  be  served  by  any  measures 
that  the  developed  countries  might  adopt  to 
discourage  over-protection  of  the  production  of 
synthetic  substitutes. 

It  is  unanimously  agreed  that  in  dealing 
with  world  commodity  trade  problems  the 
product-by-product  approach  should  be  adopted, 
not  only  in  relation  to  the  liberalization  of 
conditions  of  access,  but  also  for  the  purposes 
of  establishing  prices  that  will  be  remunerative 
for  the  developing  exporter  countries  and  will 
help  to  increase  their  export  earnings.  In  this 
sense,  agreements  and  other  international  ar¬ 
rangements  respecting  commodities  constitute 
a  technique  for  the  orderly  regulation  of  mar¬ 
kets  which  can  be  turned  to  useful  account  in 
the  case  of  various  products  of  importance  to 
the  developing  countries,  especially  in  so  far  as 
their  terms  cover  not  only  the  traditional  export 
regulation  machinery  and  multilateral  sale-and- 
purchase  commitments,  but  also  other  proce¬ 
dures,  such  as  the  operation  of  buffer  stocks  and 
the  financing  of  programmes  to  promote  diversi¬ 
fication  of  production  and  exports. 

Little  progress  has  been  made  in  the  negotia¬ 
tion  of  international  commodity  agreements 
since  the  first  session  of  UNCTAD,  despite  the 
participants’  unanimous  recognition  of  the  op¬ 
portunities  they  afford  for  overcoming  some  of 
the  most  serious  obstacles  to  the  expansion  of 
the  developing  countries’  trade.  For  that  very 
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reason  it  is  to  be  hoped  that  substantive  deci¬ 
sions  may  be  adopted  at  the  New  Delhi  Con¬ 
ference  which  will  help  to  create  an  atmosphere 
of  closer  co-operation  between  developed  and 
developing  countries,  in  respect  of  negotiations 
of  this  kind. 

(b)  Manufactures  and  semi-manufactures 

One  of  the  most  urgent  of  the  objectives  pro¬ 
posed  for  the  second  session  of  UNCTAD  is  the 
establishment  by  the  developed  countries  of  a 
system  of  general  preferences  in  favour  of  manu¬ 
factures  and  semi-manufactures  exported  by  the 
developing  countries.  The  suggestions  formu¬ 
lated  in  the  present  document  on  principles 
that  should  be  agreed  upon  at  the  second  session 
of  UNCTAD  as  a  basis  for  this  system,  which 
are  much  the  same  as  those  propounded  in  the 
Charters  of  Tequendama  and  of  Algiers,  are  as 
follows:  the  preferences  should  be  general,  non- 
discriminatory  and  without  reciprocity;  they 
should  take  the  form  of  free  access  to  markets 
through  the  complete  elimination  of  import 
duties  and  non-tariff  restrictions,  although 
quotas  might  be  established  for  certain  “critical” 
or  “sensitive”  products;  with  a  very  few  ex¬ 
ceptions,  they  should  cover  all  manufactures 
and  semi-manufactures  produced  in  developing 
countries,  without  restrictions  on  volume  or 
value.  Another  measure  envisaged  is  the  estab¬ 
lishment  of  permanent  machinery  for  the  super¬ 
vision  and  evaluation  of  the  system,  for  consulta¬ 
tion  purposes  and  for  the  identification  of  such 
problems  as  might  arise.  At  the  close  of  a  mini¬ 
mum  initial  period,  the  system  would  be 
reviewed  so  that  any  necessary  measures  or 
amendments  could  be  adopted. 

Lists  of  exceptions  would  have  to  be  prepared 
subject  to  consultation  and  negotiation  with  the 
developing  countries,  not  established  unilater¬ 
ally.  Should  it  prove  impossible  to  avoid  the 
inclusion  of  products  of  particular  interest  to 
the  developing  countries  in  the  lists  of  excep¬ 
tions,  reductions  of  duties  or  free  quotas  should 
be  obtained  for  the  products  concerned. 

It  should  be  stressed  that  escape  clauses 
should  in  no  case  be  freely  interpreted  and 
unilaterally  applied  by  the  developed  countries. 
Recourse  to  them  should  be  subject  to  a  multi¬ 
lateral  consultation  procedure  designed  to  ascer¬ 
tain  whether  their  application  is  really  justified. 
It  would  also  be  essential  for  the  developed 
countries  to  undertake  to  adopt  internal  meas¬ 
ures  which  would  facilitate  any  adjustments 
that  might  be  rendered  necessary  by  competition 
from  similar  lines  of  production  in  developing 


countries.  The  duration  of  the  preferential  sys¬ 
tem  would  have  to  be  long  enough  to  ensure  that 
its  aims  were  fulfilled  and  that  all  the  develop¬ 
ing  countries  were  able  to  benefit  by  it. 

Besides  determining  the  bases  for  such  a 
preferential  system,  the  New  Delhi  Conference 
would  have  to  issue  a  pronouncement  on  the 
date  of  its  entry  into  force.  It  might  be  brought 
into  operation  on  1  January  1969,  even  if  every 
detail  of  the  machinery  had  not  yet  been  ap¬ 
proved. 

(c)  Development  financing  and  monetary 
problems 

The  question  of  development  financing  has 
four  basic  and  interdependent  aspects: 

(i)  The  problem  of  the  institutional  organi¬ 
zation  and  the  co-ordination  of  financial  policy 
measures  is  not  easy  to  tackle  as  a  whole,  in 
default  of  prior  studies.  However,  some  head¬ 
way  can  and  must  be  made  forthwith  in  respect 
of  certain  specific  questions  that  should  be 
discussed  at  the  New  Delhi  Conference.  These 
include  the  current  proposals  for  turning  the 
International  Bank  for  Reconstruction  and  De¬ 
velopment  (IBRD)  into  a  specialized  develop¬ 
ment  bank  for  the  under-developed  countries; 
for  strengthening  regional  financial  institutions; 
for  providing  the  International  Development 
Association  (IDA)  with  additional  resources; 
for  liberalizing  the  International  Monetary 
Fund  (IMF)  system  of  compensatory  financ¬ 
ing;  and  for  introducing  a  supplementary  fi¬ 
nancing  scheme.  A  good  deal  of  progress  has 
been  made  in  the  study  of  the  technical  and 
practical  aspects  of  this  last  measure.  Specific 
recommendations  on  all  these  proposals,  particu¬ 
larly  the  last  two,  are  contained  in  the  Charters 
of  Tequendama  and  of  Algiers; 

(ii)  It  is  urgently  necessary  for  the  New 
Delhi  Conference  to  undertake  positive  com¬ 
mitments  with  respect  to  the  policy  and  ma¬ 
chinery  required  to  expand  the  net  inflow  of 
resources  into  the  developing  countries  and  en¬ 
sure  that  it  represents  the  target  proportion  of 
the  gross  product  of  the  industrialized  countries 
(1  per  cent).  A  substantial  increase  in  the  rela¬ 
tive  contribution  of  public  funds  and  grants-in- 
aid  is  an  outstanding  need  in  this  connexion. 
Changes  in  IBRD’s  policy  are  also  indispensable. 
Its  funds  should  be  diverted  towards  the  devel¬ 
oping  countries,  and  to  that  end  the  developed 
countries  should  pay  off  their  debit  balances 
on  IBRD  loans  before  maturity.  This  would  be 
one  way  of  increasing  IBRD’s  available  re¬ 
sources  and  supplying  IDA  with  additional 
funds,  although  it  would  not  preclude  the 
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provision  of  extra  resources  for  IDA  by 
developed  countries  members  of  IBRD; 

(iii)  In  connexion  with  the  general  terms  and 
patterns  of  external  financing,  attention  should 
be  drawn  to  three  sets  of  proposals:  those  spe¬ 
cifically  formulated  in  the  Charter  of  Algiers 
to  the  effect  that  all  development  loans  should 
be  extended  on  the  terms  currently  applied  by 
IDA ;  those  relating  to  the  establishment  of  a 
multilateral  interest  equalization  fund;  and  those 
concerning  a  study  of  the  restrictive  practices 
and  high  costs  characterizing  suppliers’  credits 
and  tied  loans; 

(iv)  In  the  framework  of  this  reorganization 
of  development  financing,  everything  possible 
should  be  done  to  consolidate  or  re-schedule 
the  accumulated  debts  of  developing  countries. 

Lastly,  in  connexion  with  the  decisions  taken 
at  the  most  recent  IMF  meeting  on  the  estab¬ 
lishment  of  new  special  drawing  rights,  recom¬ 
mendations  or  decisions  should  be  adopted  at 
the  second  session  of  UNCTAD  to  enable  the 
developing  countries  to  use  those  rights  in  a 
proportion  exceeding  that  corresponding  to 
their  quotas.  If  the  regulations  were  uniformly 
applied,  the  additional  sums  available  to  the 
developing  countries  would  be  very  small. 

(d)  Shipping 

At  the  most  recent  meetings  of  the  Trade  and 
Development  Board,  and  at  the  second  session 
of  the  Committee  on  Shipping,  it  was  advocated 
that  in  this  field  too  attention  should  be  focused 
at  the  second  session  of  UNCTAD  on  those 
questions  which  lent  themselves  to  the  adoption 
of  specific  measures.  Cases  in  point  would  seem 
to  be  the  establishment  of  consultation  ma¬ 
chinery  and  the  expansion  of  the  developing 
countries’  merchant  marines. 

The  proposals  on  shipping  formulated  by  the 
developing  countries  at  the  first  session  of 
UNCTAD  were  almost  identical  with  the  con¬ 
clusions  and  recommendations  incorporated  in 
the  Charters  of  Tequendama  and  of  Algiers. 
The  inference  is  that  the  problems  put  forward 
four  years  ago  are  still  unsolved. 

The  lack  of  long  and  complex  studies  should 
be  no  bar  to  the  adoption  of  certain  significant 
decisions  on  this  occasion,  in  relation,  for 
example,  to  freight  rates  and  shipping  confer¬ 
ence  practices.  In  this  context,  the  present  docu¬ 
ment  contains  the  following  suggestions,  which 
are  also  included  in  the  Charter  of  Tequendama: 
(i)  the  application  of  incentive  freight  rates 
to  facilitate  exports,  especially  of  manufactured 
goods;  (ii)  the  elimination  of  the  so-called  gen¬ 
eral  cargo  rates  and  similar  types  of  tariffs;  (iii) 


the  abolition  of  certain  shipping  conference 
practices,  such  as  the  “closed”  nature  of  many 
conferences,  the  fact  that  they  are  not  effectively 
represented  in  a  number  of  major  ports  in  the 
developing  countries,  and  the  insufficient  pun- 
licity  given  to  shipping  rates  and  other  condi¬ 
tions  of  carriage. 

Renewed  emphasis  should  be  laid  on  the  right 
of  developing  countries  to  establish  and  expand 
merchant  marines  of  their  own.  To  this  end, 
measures  will  need  to  be  adopted  to  facilitate 
the  provision  of  financing  and  technical  assist¬ 
ance.  Similarly,  efforts  must  be  made  to  secure 
acceptance  of  the  principle  that  a  substantial 
proportion  of  cargo  should  be  reserved  for  car¬ 
riage  under  the  national  flags  of  the  developing 
countries,  without  measures  of  reprisal  on  the 
developed  countries’  part. 

Among  the  other  recommendations  discussed 
in  the  present  report  and  contained  in  the  Char¬ 
ters  of  Tequendama  and  of  Algiers,  mention 
may  be  made  of  those  relating  to  the  establish¬ 
ment  of  a  system  for  consultation  between  ship¬ 
ping  conferences  and  shippers’  councils.  The 
resolution  adopted  on  this  point  at  the  second 
session  of  the  Committee  on  Shipping  represents 
an  important  step  forward,  but  it  is  essential 
that  agreement  be  reached  on  a  programme  of 
action  to  ensure  that  the  terms  of  the  resolution 
are  implemented  all  over  the  world. 

(e)  Trade  expansion  and  economic  integration 
among  developing  countries 

There  is  widespread  agreement  in  Latin  Amer¬ 
ica  on  the  vital  importance  of  integration  in  ac¬ 
celerating  the  region’s  development.  Despite  the 
difficulties  facing  economic  integration  because 
of  the  conditions  peculiar  to  the  Latin  American 
countries,  the  results  have  been  very  encourag¬ 
ing,  particularly  in  Central  America.  Recently, 
efforts  have  been  made  to  extend  and  accelerate 
the  integration  process,  as  is  clear  from  the 
practical  steps  being  taken  by  the  group  of 
Andean  countries  and  in  the  Caribbean  area. 
Furthermore,  the  Declaration  of  the  Presidents 
of  America  contains  provisions  and  very  precise 
objectives,  which  constitute  a  veritable  far-reach¬ 
ing  action  programme  for  the  gradual  establish¬ 
ment  of  a  common  market  for  the  whole  Latin 
American  region. 

The  Charter  of  Tequendama  puts  forward 
several  proposals  on  the  expansion  of  trade  with 
other  developing  countries,  which  should  be  the 
subject  of  consideration  at  New  Delhi.  Particu¬ 
larly  noteworthy  are  those  relating  to  the  non¬ 
extension  to  the  developed  countries  of  the  spe¬ 
cial  advantages  negotiated  by  the  developing 
countries;  the  need  for  those  developed  coun- 
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tries  which  grant  tied  loans  to  agree  to  the  use 
of  such  credits  for  purchases  in  other  develop¬ 
ing  countries,  especially  in  the  same  region;  and 
the  renunciation  by  the  developed  countries  of 
trade  preferences  which  discriminate  against 
other  developing  countries,  or  at  least  the  uni¬ 
lateral  extension  of  such  preferences  to  all  de¬ 
veloping  countries. 

In  the  Charter  of  Algiers,  it  is  suggested  that 
at  the  second  session  of  UNCTAD  a  special 
working  group  should  be  set  up  to  study  various 
questions  relating  to  trade  expansion  and  eco¬ 
nomic  integration  among  developing  countries, 
and  that  a  decision  should  be  taken  regarding 
the  establishment  of  a  permanent  committee  for 
dealing  with  such  questions. 

(f)  Special  measures  in  favour  of  the  relatively 
less  developed  countries 

The  international  community  has  accepted  the 
principle  that  measures  to  improve  external  sec¬ 
tor  conditions  in  the  developing  countries  should 
include  special  treatment  for  the  economically 
relatively  less  developed  of  those  countries.  This 
principle  has  also  been  accepted  by  the  Latin 
American  Free  Trade  Association  (LAFTA)  and 
is  included  in  the  Declaration  of  the  Presidents 
of  America  as  a  basic  principle  of  Latin  Amer¬ 
ican  integration. 

The  practical  application  of  this  principle  at 
the  international  level  raises  a  number  of  difficul¬ 
ties  that  require  careful  consideration.  For  ex¬ 
ample,  criteria  must  be  established  for  determin¬ 
ing  which  are  the  relatively  less  developed  coun¬ 
tries  and  what  type  of  measures  would  constitute 
more  favourable  treatment  in  matters  of  trade, 
financing  and  technical  co-operation. 

With  regard  to  the  second  point,  a  number 
of  proposals  are  set  forth  in  the  Charter  of  Al¬ 
giers  on  commodity  trade,  manufactures  and 
semi-manufactures,  and  on  technical  and  finan¬ 
cial  assistance.  The  Charter  also  lists  several 
spheres  of  action  in  which  policy  measures  in 
favour  of  these  countries  should  converge,  and 
records  the  decision  to  establish  a  working  group 
to  formulate  recommendations  for  submission  to 
the  second  session  of  UNCTAD. 


(g)  Trade  with  the  socialist  countries 

Latin  American  exports  to  the  socialist  coun¬ 
tries  have  expanded  considerably  in  recent  years, 
particularly  in  the  period  1964-66,  although  in 
absolute  terms  the  quantities  involved  are  still 
relatively  small,  except  in  the  case  of  Cuba. 
Generally  speaking,  this  trade  is  based  on  short- 
and  medium-term  bilateral  agreements,  with  in¬ 
dicator  lists  of  products  and  a  bilateral  payments 
mechanism  under  which  balances  can  only  be 
spent  in  the  debtor  country.  However,  there 
have  been,  in  addition,  a  number  of  convertible- 
currency  transactions,  mostly  in  trade  with  main¬ 
land  China  and  Czechoslovakia  and  exports  of 
cereals  from  Argentina  to  the  Soviet  Union. 

In  the  most  recent  period,  the  Soviet  Union 
has  signed  trade  agreements  with  two  Latin 
American  countries  (Brazil  and  Chile),  provid¬ 
ing  credit  over  a  longer  term  and  allowing  the 
beneficiary  countries  to  repay  25  and  30  per 
cent  of  their  respective  loans  in  the  form  of  ex¬ 
ports  of  manufactures.  These  agreements  provide 
for  the  use  of  convertible  currency  in  reciprocal 
accounts,  and  the  transfer  of  trade  balances  to 
third  countries,  subject  to  the  agreement  of  the 
contracting  parties. 

There  is  considerable  potential  for  the  growth 
of  trade  between  the  Latin  American  and  so¬ 
cialist  countries.  The  Charter  of  Tequendama 
reaffirmed  the  interest  of  the  Latin  American 
countries  in  promoting  greater  mutual  trade  and 
listed  some  of  the  principles  and  bases  for  at¬ 
taining  that  objective.  Among  the  measures  pro¬ 
posed  in  the  Charter,  particular  importance  is 
attached  to  the  inclusion  in  the  purchasing  plans 
of  the  socialist  countries  of  increasing  volumes 
of  products  from  developing  countries;  the 
adoption  of  measures  to  reduce  excessive  mar¬ 
gins  between  the  import  prices  and  domestic 
selling  prices  of  those  products;  greater  flexi¬ 
bility  in  reciprocal  payments  agreements,  both 
within  and  outside  the  socialist  area;  an  in¬ 
crease  in  the  proportion  of  trade  paid  for  in 
convertible  currency;  and  the  granting  of  trade 
preferences  roughly  equivalent  to  the  free  access 
conditions  which  the  developing  countries  are 
requesting  from  the  market-economy  countries. 


II.  THE  MAIN  LINES  OF  INTERNATIONAL  TRADE  POLICY 

A.  The  policies  of  the  major  centres  in  their  trade  with  Latin  America 


1.  Trade  policy  of  the  European  Economic 
Community 

During  the  past  three  years  the  European 
Economic  Community  (EEC)  has  achieved  con¬ 


siderable  progress  in  the  preparation  and  im¬ 
plementation  of  its  trade  and  agricultural  policy. 
There  are  strong  reasons  for  concluding  that 
there  is  a  link  between  these  institutional  achieve¬ 
ments  and  the  growing  difficulties  that  the  Latin 
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American  countries  are  experiencing  in  their 
efforts  to  increase  their  trade  with  that  region. 
As  the  EEC  countries  constitute  the  second 
largest  purchasing  centre  for  Latin  American 
products,  second  only  to  the  United  States,  the 
Latin  American  Governments  have  understand¬ 
ably  been  very  concerned  about  this  situation 
and  have  tried,  thus  far  unsuccessfully,  to  ob¬ 
tain  certain  guarantees  for  their  exports.2 

The  Latin  American  countries  are  especially 
concerned  about  prospects  for  exports  of  the 
temperate  zone,  meats  and  cereals  in  particular, 
since  these  products  compete  directly  with  ouput 
of  the  Community  and  therefore  are  subject 
to  a  very  protectionist  regime. 

At  the  end  of  1967  almost  half  of  the  Com¬ 
munity’s  agricultural  production  (in  terms  of 
value)  was  subject  to  the  common  market  regime, 
which  means  free  circulation  of  products,  ap¬ 
plication  of  Community  prices  and  the  inter¬ 
vention  of  the  European  Agricultural  Guidance 
and  Guarantee  Fund  (EAGGF)  in  questions  of 
export  subsidies  and  regulation  of  internal 
markets.  The  products  which  have  become  sub¬ 
ject  to  this  regime  are  cereals,  pork,  rice  and 
oilseeds.  On  1  July  1967  the  single  market  for 
cereals  (wheat,  corn  and  barley)  came  into  effect 
on  the  basis  of  common  prices  previously  agreed 
upon  and  adjustable  customs  duties  for  third 
country  imports. 

The  single  market  for  beef  is  expected  to  go 
into  effect  on  1  April  1968,  but  the  common  price 
system  and  variable  levies  have  been  in  effect 
since  1964.  Since  that  year  meat  of  Latin  Amer¬ 
ican  origin  has  been  subject  to  a  duty  equal 
to  the  difference  between  its  c.i.f.  value  and  the 
guide  prices  of  the  importing  member  country,3 
and  this  cancels  out  its  price  advantage.  There 
is  no  doubt  that  this  arrangement  has  had  a 
negative  effect  on  the  volume  of  exports  of 
Latin  American  meat  to  the  EEC  market  com¬ 
pared  with  the  previous  period.  If  it  were  not 
for  the  fact  that  the  Community  does  not  pro¬ 
duce  enough  meat,  particularly  beef,4  there 
would  have  been  even  more  unfavourable  reper¬ 


2  The  EEC/Latin  American  liaison  group  which  has 
been  holding  informative  meetings  in  Brussels  since 
mid-1964  presented  a  memorandum  to  the  European 
Economic  Commission  on  4  February  1966  which  sum¬ 
marized  the  joint  conclusions  of  the  seven  working 
groups  among  which  the  liaison  group  distributed  its 
work. 

3  Before  a  single  community  price  is  adopted  in  1968 
each  country  will  fix  national  guide  prices  within  cer¬ 
tain  limits  determined  by  the  Council  of  Ministers. 

4  Total  EEC  production  of  beef  and  veal  provides 
for  85  per  cent  of  total  consumption  of  the  region  and 
the  only  country  that  produces  more  than  it  consumes 
is  the  Netherlands. 


cussions  for  foreign  producers.  However,  the 
policy  of  increasing  Community  supply  by  de¬ 
veloping  livestock  production  and  progressively 
eliminating  foreign  competition  is  a  threat  to 
Latin  America’s  meat  export  prospects. 

An  important  element  of  this  common  agri¬ 
cultural  policy  is  the  establishment  of  common 
prices  by  the  Council  of  Ministers  which  will 
greatly  influence  the  relative  share  of  foreign 
producers  in  the  total  supply  of  EEC.  It  is,  there¬ 
fore,  of  interest  to  consider  the  decisions  taken 
by  the  Council  of  Ministers  in  November  1967 
on  prices  that  will  go  into  effect  with  the  1968 
harvests. 

In  general,  the  prices  adopted  are  higher  than 
those  of  the  preceding  crop-years,  with  the  ex¬ 
ception  of  wheat  prices,  in  which  there  was  no 
change;  maize  showed  an  increase  of  4.75  per 
cent,  rice  and  barley  4  per  cent,  and  beef  2.8 
per  cent.  Although  the  EEC  Commission  had 
actually  proposed  larger  increases  (10  per  cent 
in  the  case  of  maize,  which  is  in  short  supply 
in  the  Community,  and  5.5  per  cent  for  meat) 
the  decisions  adopted  clearly  reflect  a  trend  to¬ 
wards  increasing  the  prices  of  the  Community’s 
main  agricultural  products,  which  is  likely  to 
continue  in  the  next  few  years. 

This  policy  constitutes  an  obstacle  to  the  ex¬ 
pansion  of  agricultural  imports  by  the  Com¬ 
munity:  in  the  first  place,  by  guaranteeing  high 
prices  it  stimulates  internal  production  and  may 
even  make  the  member  countries  self-sufficient; 
and,  in  the  second  place,  it  raises  higher  tariff 
walls  against  foreign  products,  since  each  price 
increase  is  translated  into  a  corresponding  ex¬ 
pansion  of  the  variable  levy  to  be  paid  on  these 
products  at  the  Community’s  frontiers. 

The  common  agricultural  price  policy  is  in¬ 
tended  to  improve  the  position  of  a  socio-eco¬ 
nomic  group  whose  income  is  still  lower  than 
that  of  other  sectors  of  the  population,  and  to 
develop  certain  branches  of  agriculture  in  which 
production  is  deficient,  by  taking  advantage  of 
the  potential  resources  of  some  member  coun¬ 
tries.  Other  countries,  particularly  those  of 
Latin  America,  cannot  but  recognize  the  political 
and  economic  importance  of  these  considera¬ 
tions,  even  though  they  may  sometimes  lead  to 
the  protection  of  inefficient  agricultural  sectors. 

The  establishment  of  quite  legitimate  goals 
cannot  be  allowed,  however,  to  lead  to  the  pro¬ 
gressive  closing  of  the  EEC  market  to  some  of 
the  exports  of  the  developing  countries,  es¬ 
pecially  those  of  Latin  America.  In  order  to 
prevent  this,  the  Governments  of  the  Community 
should  reserve  a  share  of  their  total  market  for 
the  main  export  products  of  the  developing 
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countries.  This  might  be  achieved  through  es¬ 
tablishing  duty-free  import  quotas  and  placing 
ceilings  on  the  Community’s  self-sufficiency  in 
certain  products.  This  would  make  it  possible  to 
reserve  a  share,  not  only  of  the  Community’s 
present  market,  in  absolute  terms,  but  also  of 
its  future  growth  for  the  developing  countries. 

In  their  present  form,  the  Community’s  reg¬ 
ulations  relating  to  agriculture  not  only  make 
EEC  increasingly  self-sufficient  in  a  number  of 
products  of  special  interest  for  Latin  America,5 
but  also  stimulate,  through  the  European  Agri¬ 
cultural  Guidance  and  Guarantee  Fund,  competi¬ 
tion  between  the  Community’s  agricultural  pro¬ 
ducts  and  those  of  other  regions,  particularly 
Latin  America.  One  of  the  special  functions  of 
the  Fund  is  to  finance  exports  of  EEC’s  agricul¬ 
tural  surpluses,  paying  producers  the  difference 
between  the  internal  market  price  and  the  world 
price,  which  is  frequently  lower.  Since  a  high 
proportion — about  50  per  cent — of  the  Fund’s 
resources  comes  from  variable  levies  on  imports 
of  agricultural  products  from  other  countries, 
the  latter  are  placed  in  the  position  of  helping  to 
finance  exports  of  the  Community  which  in  some 
cases  are  in  direct  competition  with  their  own 
products  on  markets  in  third  countries.  The 
lower  the  price  of  the  foreign  product  imported 
into  EEC  (i.e.,  the  more  efficiently  it  is  pro¬ 
duced),  the  higher  the  variable  levy  and  the 
corresponding  payment  to  the  Fund  will  be,  and 
the  Fund  will  be  able  to  intervene  all  the  more, 
not  only  in  financing  the  Community’s  agricul¬ 
tural  exports  but  also  to  support  internal  prices, 
this  being  another  of  its  important  functions. 
There  is  reason  to  question  the  soundness  of  an 
arrangement  that  shifts  part  of  the  cost  of 
certain  structural  defects  of  the  agricultural 
sector  in  a  group  of  developed  countries  on  to 
the  shoulders  of  developing  countries. 

The  EEC  Commission  has  reacted  to  the  con¬ 
cern  of  the  Latin  American  countries  over 
prospects  for  their  sales  of  temperate  zone  pro¬ 
ducts  to  the  Community  by  stating  that,  as  a 
rule,  the  implementation  of  the  common  agri¬ 
cultural  policy  should  not  damage  these  pros¬ 
pects,  since  it  has  to  do  with  products  that  are 
in  short  supply  in  the  Community  (cereals,  fod¬ 
der,  hard  wheat,  oil-seeds,  vegetable  oils,  wool, 
cotton,  leather  and  beef).  During  the  Kennedy 
Round,  the  EEC  Commission  had  suggested  a 
pact  to  Argentina  containing  the  bases  for  a 
general  agreement  on  frozen  beef.  The  proposal 

5  There  is  already  a  high  degree  of  self-sufficiency  in 
certain  products;  i.e.,  beef,  85  per  cent;  wheat,  110  per 
cent  (France,  146  per  cent) ;  other  cereals,  66  per  cent 
(France,  130  per  cent) ;  sugar,  97  per  cent  (France, 
136  per  cent). 


was  accepted  by  Argentina,  and  the  agreement 
was  signed  on  14  May  1967.  However,  in  spite 
of  the  fact  that  this  country  gave  all  the  neces¬ 
sary  guarantees  to  avoid  disruptions  of  the  Com¬ 
munity  market,  the  following  month  the  Council 
of  Ministers  introduced  unacceptable  changes 
which  completely  distorted  the  basis  of  the  agree¬ 
ment  and  prevented  its  final  acceptance. 

Another  aspect  of  the  Community’s  policy  to 
which  the  Latin  American  countries  have  ob¬ 
jected  is  related  to  their  exports  of  tropical  pro¬ 
ducts  and  the  granting  of  discriminatory  prefer¬ 
ences  to  a  growing  number  of  countries.  Latin 
American  concern  is  focused  mainly  on  three 
products,  coffee,  cocoa  and  bananas,  and  on  the 
problems  likely  to  arise  in  connexion  with  these 
products  as  a  result  of  the  preferential  treatment 
granted  by  the  Community  to  other  developing 
countries.  Moreover,  some  Latin  American  pro¬ 
ducers  have  had  to  lower  their  export  prices  in 
order  to  meet  the  growing  competition  from  the 
tropical  products  of  the  Associated  States  of 
EEC,  with  the  result  that  the  discriminatory 
system  also  interferes  with  the  world  stabiliza¬ 
tion  of  primary  commodity  markets,  an  objective 
advocated  by  EEC  itself. 

While  continuing  to  insist  on  the  elimination 
of  tariff  and  non-tariff  barriers  and  of  prefer¬ 
ences,  the  Latin  American  countries  proposed  to 
the  Community  that  an  attempt  should  be  made 
to  arrive  at  understandings  on  specific  products 
through  agreements  which  would  enable  them 
to  preserve  their  traditional  share  of  the  Com¬ 
munity’s  market.  In  reply,  the  EEC  Commission 
stated  in  a  report  addressed  to  the  Council  of 
Ministers  in  December  1966  that  discriminatory 
preferences  in  favour  of  the  African  Associated 
States  of  EEC  had  not  thus  far  prejudiced 
Latin  American  exports  of  the  same  products. 
It  was  pointed  out  that  Latin  American  exports 
of  coffee  had  continued  to  increase  whereas  those 
of  the  African  countries  had  diminished;  the 
favourable  development  of  banana  shipments 
continued  to  enjoy  a  duty-free  quota  in  the 
German  market;  and  the  smaller  share  of  the 
cocoa  market  was  due  to  problems  of  quality, 
particularly  in  the  case  of  Brazilian  cocoa. 

So  far  as  preferences  were  concerned,  the  re¬ 
port  indicated  only  that  this  was  a  very  delicate 
problem  which  had  to  be  solved  at  the  political 
level;  whereas  the  Latin  American  countries 
sought  their  abolition,  on  the  basis  of  UNCTAD 
recommendations,  the  developing  countries  fa¬ 
voured  by  such  preferences  were  disposed  to 
renounce  them  only  if  they  could  obtain  prior 
compensation  in  the  form  of  equivalent  ad¬ 
vantages  at  the  international  level.  Nevertheless 
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the  EEC  Commission  appears  to  be  prepared 
to  examine  this  problem,  first  in  UNCTAD  and 
later  in  the  framework  of  future  relations  with 
the  African  Associated  States  (revision  of  the 
Yaounde  Convention  in  1968/69). 

The  concern  of  the  Latin  American  countries 
appears  even  more  justified  now  that  the  Com¬ 
munity  is  showing  a  tendency  to  extend  the 
geographical  area  of  its  preferences.  Thus  the 
Lagos  agreement,  signed  on  16  July  1966,  es¬ 
tablished  an  associate  relationship  with  the  Re¬ 
public  of  Nigeria,  extending  the  influence  of 
the  Community  to  a  country  that  has  not  been 
linked  traditionally  to  the  economic  and  political 
complex  of  continental  Europe.  Except  for  cocoa 
and  certain  oil-seeds,  subject  to  duty-free  quotas 
which  increase  by  3  per  cent  per  year,  Nigerian 
products  enter  the  Community  duty-free  and,  in 
compensation,  Nigeria  grants  tariff  preferences 
to  certain  EEC  manufactures.  The  Community 
has  been  discussing  possible  association  with 
Kenya,  Uganda  and  Tanzania,  but  this  has  not 
yet  come  about  since  these  countries  have  re¬ 
fused  to  grant  preferential  treatment  to  Com¬ 
munity  products.  Other  negotiations  have  been 
carried  on  with  the  Maghreb  countries  (Algeria, 
Tunisia  and  Morocco)  with  the  main  objec¬ 
tive,  here  also,  of  obtaining  favourable  treat¬ 
ment  for  the  products  of  this  region.  This  policy 
suggests  that,  over  the  short  or  medium  term, 
this  type  of  special  relationship  between  the 
Community  and  Africa  will  probably  be  pro¬ 
gressively  extended,  to  the  detriment  of  the  posi¬ 
tion  of  the  other  developing  regions  in  the  EEC 
market.  At  its  second  session,  UNCTAD  will 
have  to  take  decisions  to  prevent  the  progressive 
division  of  the  world  into  economic  blocs, 
which  would  not  be  in  the  interests  of  the  de¬ 
veloping  countries. 

In  a  memorandum  of  4  February  1966  the 
Latin  American  delegations  in  Brussels  presented 
a  list  of  102  manufactured  and  semi-manufact¬ 
ured  products  for  which  the  countries  of  the 
region  were  interested  in  obtaining  reductions 
in  customs  duties,  the  lifting  of  restrictions,  or 
special  treatment  through  customs  quotas,  or 
the  establishment  of  tariff  sub-items.  So  far  the 
EEC  Commission  has  not  shown  any  willingness 
to  heed  the  Latin  American  claims.  The  tariff 
concessions  granted  by  EEC  during  the  Ken¬ 
nedy  Round  relate  to  only  a  small  number  of 
these  products  and  do  not  include  any  prefer¬ 
ences  for  Latin  America.  The  Community  in¬ 
dicated  that  it  did  not  wish  to  commit  itself 
with  respect  to  products  for  which  Latin  Amer¬ 
ica  was  not  its  main  supplier,  but  it  was  more 
receptive  concerning  certain  processed  agricul¬ 


tural  products  of  which  the  Latin  American 
countries  are  the  main  suppliers.6  In  general,  all 
the  proposals  regarding  manufactured  products 
contained  in  the  memorandum  of  4  February 
1966  are  still  valid. 

2.  The  attitude  of  the  United  States  in  its 

TRADE  WITH  LATIN  AMERICA 

It  has  already  been  pointed  out  that  there  has 
been  quite  a  sharp  contraction,  in  relative  terms, 
in  the  United  States  market  for  Latin  American 
exports,  particularly  for  certain  types  of  pro¬ 
ducts,  a  development  which  is  a  matter  of  con¬ 
cern  to  the  Governments  of  those  countries,  as 
is  the  fact  that  their  exports  to  a  country  which 
is  still  their  principal  customer  are  not  growing- 
fast  enough. 

In  seeking  an  explanation  of  this  contraction, 
the  most  recent  changes  in  United  States  trade 
policy  must  be  considered,  although  other  fac¬ 
tors,  such  as  the  competition  of  products  from 
other  regions  of  the  world,  may  have  contributed 
to  it. 

Of  particular  significance  is  the  fact  that  the 
United  States  was  one  of  the  signatories  of  the 
Declaration  of  the  Presidents  of  America,  which 
recognizes  the  adverse  conditions  existing  for 
Latin  America’s  foreign  trade  and  the  need  to 
correct  them  through  both  individual  and  joint 
efforts  on  the  part  of  the  members  of  the  Or¬ 
ganization  of  American  States  (OAS). 

In  chapter  III  of  this  Declaration  it  is  agreed 
that  measures  to  improve  the  condition  of  the 
Latin  American  export  trade  are  required.  These 
include  co-ordination  in  multilateral  negotiations 
to  achieve  the  greatest  possible  reduction  or  the 
elimination  of  tariffs  and  other  restrictions  that 
impede  the  access  of  the  Latin  American  coun¬ 
tries  to  world  markets  (to  this  end,  the  Govern¬ 
ment  of  the  United  States  intends  to  make  efforts 
in  accordance  with  the  provisions  of  article  37 
(a)  of  the  Buenos  Aires  Protocol7),  and  of  en¬ 
suring  fulfilment  of  international  commitments 
with  respect  to  the  maintenance  of  the  status  quo. 


6  Fish  meal,  castor  oil,  meat  extract  and  meat  meal, 
for  which  either  reductions  of  tariff  duties  or  elimina¬ 
tion  of  quantitative  restrictions  might  be  forthcoming. 

7  The  provision  referred  to  establishes  that  the  Mem¬ 
ber  States  of  the  OAS  should  make  individual  and 
united  efforts  with  the  aim  of  achieving  the  “reduction 
or  elimination,  by  importing  countries,  of  tariff  and  non¬ 
tariff  barriers  that  affect  the  exports  of  the  Members 
of  the  Organization,  except  when  such  barriers  are  ap¬ 
plied  in  order  to  diversify  the  economic  structure,  to 
speed  up  the  development  of  the  less-developed  Member 
States  or  to  intensify  their  process  of  economic  integra¬ 
tion,  or  when  they  are  related  to  national  security  or  to 
the  needs  for  economic  balance”. 
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It  likewise  establishes  the  commitment  to  give 
joint  consideration  to  possible  systems  of  general 
non-reciprocal  preferential  treatment  for  the  ex¬ 
ports  of  manufactures  and  semi-manufactures  of 
the  developing  countries,  with  a  view  to  improv¬ 
ing  the  conditions  of  Latin  America’s  export 
trade.  This  implies  an  appreciable  change  in  the 
previous  opposition  of  the  United  States  Govern¬ 
ment  to  the  establishment  of  such  a  preferential 
system. 

With  the  exception  of  the  provision  just  re¬ 
ferred  to,  the  measures  laid  down  in  chapter 
III  of  the  Declaration  of  the  Presidents  do  not 
signify  a  conceptual  advance  but  merely  reaffirm 
aims  that  had  already  been  established  in  various 
recommendations  adopted  at  the  first  session  of 
UNCTAD,  and  in  commitments  assumed  by  the 
developed  countries  in  the  framework  of  GATT. 
The  measures  included  in  chapter  III  were  un¬ 
doubtedly  selected  because  they  seemed  to  be 
the  ones  that  best  lent  themselves  to  joint  con¬ 
sideration  and  decision  at  the  highest  policy 
level  and  offered  the  greatest  possibility  of  im¬ 
plementation. 

The  first  step  in  initiating  the  joint  action 
referred  to  in  chapter  III  of  the  Declaration 
would  be  to  define  the  meaning  and  scope  of  the 
commitments  undertaken  and  to  identify  specific 
areas  or  points  where  they  would  lend  them¬ 
selves  best  to  immediate-  or  short-term  action. 
Moreover,  it  would  be  necessary  to  consider  what 
institutional  machinery  would  be  suitable  for 
effectively  implementing  those  measures  and  for 
carrying  out  the  task,  individually  or  jointly. 
For  this  purpose  a  distinction  should  be  made 
between  the  machinery  required  for  applying 
measures  within  the  inter-American  system  and 
the  machinery  for  joint  or  co-ordinated  action 
by  the  Latin  American  countries  and  the  United 
States  vis-a-vis  third  countries  or  groups  of 
countries  or  in  international  organizations,  in 
defence  of  Latin  America’s  foreign  trade  in¬ 
terests. 

In  other  words,  it  appears  to  be  essential  that, 
in  accordance  with  the  letter  and  the  spirit  of 
the  Declaration,  the  United  States  should  set 
an  example  and  point  the  way  to  the  rest  of 
the  developed  countries  by  taking  the  steps  that 
they  would  be  required  to  take  to  carry  out 
such  joint  action. 

Statements  by  various  high-level  officials  in¬ 
dicate  that  the  United  States  Executive  is  in¬ 
tending  to  continue  along  the  path  of  tariff 
liberalization  started  at  the  Geneva  negotiations, 
despite  the  repercussions  that  such  a  policy  may 
have  on  national  economic  structures.  According 
to  these  statements,  the  United  States  economy 


should  abandon  its  previous  tendency  to  adopt 
protectionist  measures  despite  the  market  disrup¬ 
tions  that  would  result  from  increased  imports 
of  certain  products,  and  should  apply  a  policy 
of  adapting  to  foreign  competition.  This  attitude 
is  of  great  significance,  since  it  means  that  in 
United  States  official  circles  it  is  admitted  that 
the  possible  repercussions  of  trade  liberalization 
measures  should  not  constitute  an  obstacle  to 
their  adoption.  Interest  has  likewise  been  shown 
by  the  Senate  in  improving  and  broadening  the 
provisions  of  the  1962  Trade  Expansion  Act 
in  order  to  provide  Federal  aid  to  American 
firms  affected  by  the  tariff  concessions  to  other 
countries. 

The  scope  of  the  proposed  amendments  to  the 
Trade  Expansion  Act  of  1962, 8  however,  ex¬ 
tends  far  beyond  the  objective  of  facilitating  the 
adoption  of  adjustment  assistance  measures  on 


8  Title  III  of  the  Trade  Expansion  Act  of  1962  estab¬ 
lishes  that,  upon  the  filing  of  a  petition  by  any  firm  or 
group  of  workers,  the  Tariff  Commission  shall  make  an 
investigation  to  determine  whether  “as  a  result  in  major 
part  of  concessions  granted  under  trade  agreements,  an 
article  is  being  imported  into  the  United  States  in  such 
increased  quantities  as  to  cause,  or  threaten  to  cause, 
serious  injury  to  the  domestic  industry  producing  an 
article  which  is  like  or  directly  competitive  with  the 
imported  article”.  In  carrying  out  this  investigation,  the 
Tariff  Commission  “shall  take  into  account  all  economic 
factors  which  it  considers  relevant,  including  idling  of 
productive  facilities,  inability  to  operate  at  a  level  of  a 
reasonable  profit,  and  unemployment  or  under-employ¬ 
ment”.  However,  in  order  to  determine  the  eligibility  of 
firms  or  groups  of  workers  to  apply  to  the  Government 
for  adjustment  assistance,  the  investigation  made  by 
the  Tariff  Commission  must  show  (a)  that  tariff  con¬ 
cessions  are  the  major  cause  of  the  increased  imports, 
and  ( b )  that  such  increased  imports  have  been  the 
major  factor  in  causing  the  alleged  damage  or  injury. 

In  practice,  the  conditions  of  eligibility  have  proved 
to  be  unduly  stringent,  owing  to  the  difficulty  of  sin¬ 
gling  out  tariff  concessions  as  the  major  cause  of  the 
increased  imports,  and  these  increased  imports  in  their 
turn  as  the  major  cause  of  injury  to  the  industry  con¬ 
cerned.  Consequently,  consideration  is  being  given  to 
the  desirability  of  amending  the  Act  so  as  to  facilitate 
recourse  to  Government  assistance  on  the  part  of  firms 
or  workers  affected  by  tariff  concessions.  To  that  end,  it 
is  proposed  that  the  Tariff  Commission  shall  determine 
that  serious  injury  or  threat  of  injury  exists: 

(a)  In  the  case  of  a  firm,  when  “increased  imports 
have  contributed  or  are  contributing  in  any  substantial 
degree  to  a  declining  volume  of  domestic  production, 
regardless  of  other  influencing  factors”;  or  when  “the 
ratio  of  imports  to  domestic  production  exceeds  10  per 
cent  during  the  calendar  year  immediately  preceding  the 
initiation  of  the  Tariff  Commission  investigation”; 

(b)  In  the  case  of  workers  in  a  firm  or  sub-division 
thereof,  when  the  condition  mentioned  in  the  foregoing 
paragraph  is  fulfilled,  or  when  “increased  imports  have 
contributed  or  are  contributing  in  any  substantial  de¬ 
gree  to  a  decline  amounting  to  5  per  cent  or  more  (in 
man-hours  or  wages  paid)  of  direct  labour  employed  by 
such  firm  or  sub-division”. 
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behalf  of  firms  or  groups  of  workers  injured 
by  increased  imports  effected  under  the  aegis 
of  tariff  concessions. 

In  the  specific  measures  adopted  by  the  United 
States  in  the  trade  policy  field  positive  provision 
has  been  made  for  greater  liberalization  of  in¬ 
ternational  commodity  trade,  and  at  the  same 
time  decisions  have  been  taken  that  represent  a 
setback  for  the  standstill  principle. 

Among  the  initiatives  that  might  help  to  pro¬ 
duce  some  improvement  in  the  market  for  primary 
products  are  provisions  designed  to  facilitate 
conditions  of  access  to  United  States  territory 
for  certain  raw  materials.  Thus  in  October  1966 
import  quotas  for  lead  and  zinc  ores  and  con¬ 
centrates,  which  had  first  been  imposed  in  1958, 
were  abolished.  In  the  same  year  the  Government 
of  the  United  States  reduced  import  controls  and 
duties  on  some  oil-seeds  and  various  ores  and 
eliminated  the  2  per  cent  duty  on  soluble  coffee.* * * * * * * * 9 

Note  should  also  be  taken  of  the  support  given 
by  the  United  States  authorities  to  the  fulfilment 
of  the  provisions  of  the  International  Coffee 
Agreement,  particularly  as  it  concerns  the  obliga¬ 
tions  of  consumer  countries.  Moreover,  with  the 
aim  of  contributing,  at  the  international  level, 
towards  a  solution  of  the  over-production  prob¬ 
lem  that  chronically  threatens  the  world  coffee 
market,  the  United  States  Government  has  de¬ 
clared  itself  in  favour  of  the  establishment  of  a 


The  proposed  amendments  to  the  Trade  Expansion  Act 

of  1962  go  much  further,  however,  than  merely  seeking 

to  facilitate  the  adoption  of  measures  to  assist  firms  or 

groups  of  workers  affected  by  increased  imports  due  to 

tariff  concessions.  Under  the  1962  Act,  the  President  of 

the  United  States  is  not  bound  by  the  result  of  the 

Tariff  Commission’s  investigation  to  take  any  specific 

action,  but  the  amendment  provides  that,  within  sixty 
days  of  his  receiving  a  report  of  the  Tariff  Commission 
which  establishes  that  the  import  of  any  article  is  caus¬ 
ing  or  is  likely  to  cause  serious  prejudice  to  an  indus¬ 
try,  the  President  shall  impose  a  duty,  increase  an 
existing  duty,  or  impose  any  other  restriction  on  imports 
of  the  article  or  product  concerned. 

9  While  not  directly  linked  with  the  elimination  of 
this  duty,  the  expansion  of  exports  of  soluble  coffee 
from  Brazil  to  the  United  States  in  1967  has  resulted  in 
a  serious  controversy  within  the  International  Coffee 
Organization,  reaching  a  point  where  the  United  States 
Department  of  State  declared  that  it  would  not  be  able 
to  support  the  renewal  of  the  International  Agreement  if 
this  problem  could  not  be  satisfactorily  solved.  The 
United  States  position,  subsequently  adopted  by  the 
Committee  of  European  Coffee  Associations,  is  based  on 
the  argument  that  Brazilian  exports  of  soluble  coffee 
receive  an  indirect  subsidy  through  exemption  from  the 
export  taxes  which  are  imposed  on  coffee  beans.  (See 
G.  Gordon  Paton,  Complete  Coffee  Coverage,  New  York, 
September  22,  October  31  and  November  15,  1967.)  It 
should  be  pointed  out  that  exports  of  soluble  coffee  are 
included  in  the  quotas  of  producer  countries  (each 
pound  of  soluble  coffee  is  considered  to  be  equivalent 
to  three  pounds  of  coffee  beans). 


diversification  fund  within  the  framework  of  the 
Agreement.  In  the  Punta  del  Este  meeting  of 
April  1967  the  President  of  the  United  States 
proposed  a  loan  of  15  million  dollars  for  initial 
financing  of  such  a  fund. 

More  recently,  the  United  States  has  applied 
a  new  policy  with  respect  to  cotton  which  has 
had  an  appreciable  effect  on  the  world  market 
for  this  product  and  is  of  direct  interest  to 
various  Latin  American  countries.  Under  the 
general  law  on  food  and  agriculture  promulgated 
in  November  1965,  a  programme  was  set  up  to 
restrict  United  States  cotton  production  in  order 
to  reduce  the  surplus  which  has  long  been 
typical  of  this  market.  A  decision  was  taken 
to  reduce  the  acreage  planted  by  30  per  cent, 
starting  with  the  1966/67  crop  year,  and  to 
authorize  direct  subsidies  and  price  guarantees 
only  to  producers  who  would  grow  other  crops 
on  part  of  their  land.  This  policy  brought 
about  a  marked  decrease  in  United  States  pro¬ 
duction — from  15  to  9  million  bales  between 
1965  and  1967 — and  therefore  of  world  produc¬ 
tion,  and  of  stocks,  of  which  the  United  States 
holds  approximately  half.  It  has  apparently  re¬ 
sulted  in  a  better  balance  between  world  supply 
and  demand,  and  in  1967  led  to  a  slight  recovery 
in  prices,  which  in  general  had  fallen  in  1965/ 
66. 

The  measures  adopted  by  the  United  States 
with  respect  to  sugar  appear,  on  the  other  hand, 
to  have  been  more  unfavourable  to  the  interests 
of  the  Latin  American  countries.  In  October 
1965  an  amendment  to  the  1948  Sugar  Act  was 
passed  (to  be  in  force  from  1967  to  1971),  re¬ 
ducing  the  relative  share  of  foreign  producers 
in  the  domestic  market. 

The  new  legislation  raised  from  5.81  to  6.39 
million  tons  the  part  reserved  for  national  pro¬ 
ducers  in  relation  to  a  consumption  of  9.7  mil¬ 
lion  tons,  at  the  same  time  reducing  from  2.84 
to  2.26  million  tons  the  quota  open  to  foreign 
producers,  which  had  already  been  decreased 
from  3.53  million  tons,  or  by  as  much  as 
526,000  tons.  Even  if  it  is  taken  into  account 
that  the  new  legislation  reserves  for  imported 
sugar  all  domestic  demand  in  excess  of  9.7  mil¬ 
lion  tons  and  up  to  10.4  million  tons  (level  of 
total  consumption  of  the  country  in  1966)  in¬ 
stead  of  only .  35  per  cent,  as  previously,  the 
relative  participation  of  the  foreign  suppliers 
has  fallen  from  39.8  to  38.6  per  cent  of  total 
sugar  consumption  in  the  United  States. 

.  If  a  comparison  is  made  with  the  pre-1962 
situation,  this  development  appears  to  be  very 
unfavorable  for  foreign  producers  and  in  par¬ 
ticular  for  Latin  American  producers,  since  it 
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reflects  a  tendency  toward  self-sufficiency  in  the 
United  States  market.  In  194-8  domestic  produc¬ 
tion  satisfied  only  28.5  per  cent  of  national  con¬ 
sumption,  a  proportion  that  rose  to  36.5  in 
1962  and  42.5  in  1965.  The  relative  share  of 
Latin  America  in  the  main  world  sugar  market 
declined  during  this  period  from  36.3  to  21 
per  cent,  since  the  quota  which  had  previously 
been  reserved  for  Cuba  has  been  only  partially 
absorbed  by  the  other  producers  of  the  region. 
It  is  clear  that  this  policy,  which  tends  through 
greater  quantitative  restrictions,  to  increase  the 
share  of  national  production  to  the  detriment  of 
the  developing  countries,  conflicts  with  previous 
commitments  undertaken  by  the  industrialized 
countries,  and  the  United  States  in  particular,  in 
both  GATT  and  UNCTAD,  with  a  view  to  facili¬ 
tating  access  to  their  markets  for  products  of 
special  interest  to  developing  countries. 

Certain  measures  relating  to  meat  imports 
are  also  contrary  to  the  spirit  of  the  commit¬ 
ments  previously  undertaken  by  the  United 
States.  In  accordance  with  Act  88-442,  in  effect 
since  1  August  1967,  imports  of  meat  are  subject 
to  quotas  restricting  their  volume  to  the  1959-63 
levels.  As  it  was  considered  that  this  legislation 
did  not  ensure  sufficient  protection  for  the  na¬ 
tional  cattle  industry,  a  member  of  the  United 
States  Senate  presented  a  bill  in  October  1967 
strengthening  the  controls  applied  to  foreign 
meat.  Particularly  serious  is  the  provision  for 
extending  these  controls  to  other  types  of  meat 
not  covered  by  the  present  legislation. 

This  proposal  was  but  one  example  of  the  new 
protectionist  tendency  that  recently  became  ap¬ 
parent  among  private  interests  and  representa¬ 
tives  in  the  United  States  Congress,  in  total  op¬ 
position  to  previous  commitments  and  to  the 
favourable  attitude  shown  by  the  Government. 
In  October  1967  the  Senate  considered  various 
bills  designed  to  limit  imports  of  a  whole  series 
of  products,  including  textiles,  lead,  zinc,  petro¬ 
leum  products  and  steel.  Another  bill  provides 
for  the  application  of  import  quotas  in  all  cases 
where  customs  duties  may  not  be  sufficient  to 
ensure  just  protection  for  a  United  States  in¬ 
dustry.  The  restrictive  provisions  would  go  into 
effect  almost  automatically  whenever  there  might 
be  either  a  price  difference  between  an  im¬ 
ported  and  a  United  States  product  or  a  certain 
increase  in  imports  of  the  product.  The  adoption 
of  such  legislation  would  constitute  a  dangerous 
threat  to  Latin  American  exports  and  a  serious 
breach  of  commitments  assumed  by  the  United 
States  within  the  framework  of  UNCTAD  and 
GATT,  and  also  of  some  of  the  concessions  made 
in  the  Kennedy  Round. 


It  is  to  be  hoped  that  the  United  States  Con¬ 
gress,  with  the  support  of  the  Government,  will 
reject  bills  which,  if  adopted,  would  mean  a 
return  to  a  form  of  protectionism  completely 
opposed  to  the  present  orientation  of  interna¬ 
tional  trade  policy.  In  any  event,  should  the 
United  States  be  forced  in  the  future  to  impose 
import  controls  for  balance  of  payments  reasons, 
it  would  also  have  to  ensure  that  such  restric¬ 
tions  would  not  prejudice  the  trade  interests 
of  the  developing  countries. 

The  United  States  seems  to  have  recognized 
that  it  is  vital  for  this  group  of  countries  to  in¬ 
crease  their  export  earnings  in  order  to  speed 
up  their  economic  growth,  and  that,  in  this 
respect,  external  aid  can  only  be  a  supplementary 
factor.  However  the  effective  fulfilment  of  the 
general  aims  reaffirmed  on  various  occasions  by 
the  United  States  authorities  requires  not  only 
that  they  should  do  everything  possible  to 
prevent  the  adoption  of  legislation  of  the  type 
now  being  submitted  to  Congress,  but  also  that 
they  should  progressively  eliminate  the  many 
and  various  obstacles  still  in  the  way  of  the 
expansion  of  Latin  American  products  in  the 
United  States  market. 

The  change  in  recent  months  in  the  attitude 
of  the  United  States  Government  with  regard  to 
the  essential  problems  of  international  trade 
might  be  the  forerunner  of  a  favourable  and 
constructive  attitude  in  the  negotiations  at  the 
second  session  of  UNCTAD,  an  attitude  which 
is  essential  if  the  bases  for  a  foreign  trade  that 
is  more  equitable  and  more  beneficial  for  the 
developing  countries  are  to  be  established. 

3.  The  policy  of  the  United  Kingdom  and 

OTHER  DEVELOPED  MARKET-ECONOMY  COUNTRIES 

The  particularly  unfavourable  development  of 
Latin  American  sales  to  the  United  Kingdom, 
which  decreased  slightly  each  year  between  1963 
and  1966,  appears  to  be  due,  on  the  one  hand  to 
balance-of-payments  difficulties  and  the  slack¬ 
ening  of  the  pace  of  economic  growth  in  the 
United  Kingdom  which  led  to  sluggishness  in 
purchases  from  abroad  and,  on  the  other  hand, 
to  the  effects  of  the  institutional  consolidation 
of  the  European  Free-Trade  Association  (EFTA) 
which  undoubtedly  caused  a  shift  away  from 
purchases  previously  made  in  Latin  American 
countries. 

With  regard  to  the  United  Kingdom’s  imports 
of  meat  from  Latin  America,  the  National  Plan 
for  1965-70  could  threaten  the  medium-  and 
long-range  export  prospects,  since  it  aims  at  an 
appreciable  increase  in  the  domestic  supply  of 
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meat  over  the  next  five  years  in  order  to  meet  a 
greater  proportion  of  demand  in  1970.  The  ex¬ 
pansion  of  the  production  of  cereals  for  fodder 
also  figures  in  the  Plan,  and  could  likewise 
affect  certain  Latin  American  exports.  In  fact, 
this  has  already  happened  as  a  result  of  the 
increase  in  the  United  Kingdom’s  output  of 
cereals  in  1965  and  1966,  which  affected  the 
implementation  of  the  bilateral  agreements  con¬ 
cluded  between  the  United  Kingdom  and  its 
leading  suppliers.  It  would  be  advisable  for  the 
Lhrited  Kingdom  Government  to  continue  the 
meetings  of  the  Meat  Study  Group — of  which 
all  the  meat-exporting  countries  are  members — 
in  order  to  give  those  countries  an  opportunity 
to  express  their  points  of  view  and  to  prevent  the 
new  United  Kingdom  policy  from  damaging 
their  trade  interests  too  much.  Action  of  this 
type  would  have  helped  to  avert  the  application 
of  unilateral  restrictions,  such  as  those  which 
have  recently  been  adopted  against  certain  meat 
exports  in  consequence  of  outbreaks  of  foot-and- 
mouth  disease  in  the  United  Kingdom,  and 
which  are  damaging  the  traditional  trade  flows 
between  Argentina  and  Uruguay  and  the  British 
market. 

The  prospect  of  the  entry  of  the  United  King¬ 
dom  into  the  European  Economic  Community 
is  a  further  cause  of  concern  for  the  Latin 
American  countries,  in  view  of  the  policy 
changes  which  that  country  would  have  to 
make  should  it  be  accepted  as  a  full  member. 
The  most  unfavourable  effect  would  be  a  further 
reduction  of  export  prospects  for  temperate-zone 
products  which  compete  directly  with  Community 
products.  A  prerequisite  for  the  success  of  the 
negotiations  appears  to  be  acceptance  by  the 
United  Kingdom  of  the  Community  agricultural 
policy  almost  in  its  entirety.  There  is  no  doubt 
that  in  this  case  it  would  progressively  increase 
its  purchases  from  the  Community.  Moreover 
it  can  be  expected  that  if  there  should  be  any 
possibilities  of  granting  certain  exceptions  to 
the  common  rules,  these  would  benefit  the  Com¬ 
monwealth  countries  and  not  those  of  Latin 
America.  Other  negative  effects  for  Latin  Amer¬ 
ica  arising  out  of  the  entry  of  the  United  King¬ 
dom  into  EEC  could  stem  from  the  possible 
granting  by  the  United  Kingdom  of  the  prefer¬ 
ences  now  extended  by  the  Community  to  cer¬ 
tain  African  countries  and  from  the  concession 
of  advantages  to  the  Commonwealth  countries 
as  compensation  in  case  of  total  loss  of  the  Ot¬ 
tawa  preferences. 

Although  it  may  be  difficult  to  evaluate  with 
precision  the  effects  on  the  United  Kingdom’s 
trade  with  Latin  America,  it  can  be  estimated 


that  the  recent  devaluation  of  sterling  will  have 
a  negative  effect  on  the  exports  of  some  Latin 
American  countries,  especially  if  account  is 
taken  of  the  decision  of  certain  Commonwealth 
countries  to  devalue  to  the  same  extent.  Thus 
the  devaluation  already  decided  upon  by  New 
Zealand  will  not  fail  to  create  disadvantageous 
conditions  for  Argentine  and  Uruguayan  meats 
and  wools  in  the  British  market. 

While  the  position  of  Japan  in  recent  years 
would  appear  to  have  been  somewhat  more  fa¬ 
vourable  with  respect  to  its  trade  with  developing 
countries,  this  attitude  has  not  had  significant 
repercussions  on  Latin  America  owing  to  various 
problems,  particularly  shipping  and  insurance 
costs,  which  affect  expansion  of  this  traffic.  The 
maintenance  of  some  import  restrictions,  and 
in  particular  the  State  trade  regime  for  certain 
agricultural  products,  has  likewise  limited  growth 
possibilities  for  some  Latin  American  exports. 

Trade  with  Canada  has  been  characterized 
by  a  very  substantial  increase,  having  more  than 
doubled  in  the  last  five  years,  but  it  has  not  yet 
reached  a  level  of  real  significance  within  the 
total  trade  of  the  region.  Only  a  few  Latin  Amer¬ 
ican  countries  have  taken  advantage  of  the  pos¬ 
sibilities  of  the  Canadian  market  which  are 
promising,  taking  into  consideration  the  policy 
of  this  country  and  the  concessions  made  in  the 
Kennedy  Round. 

The  Scandinavian  countries  have  been  those 
which,  since  the  first  session  of  UNCTAD,  have 
shown  most  willingness  to  put  the  UNCTAD 
recommendations  into  practice.  In  recent  years 
they  have  substantially  liberalized  trade  in  pro¬ 
ducts  which  are  of  fundamental  interest  to  the 
developing  countries,  not  only  by  reducing  im¬ 
port  duties  but  also  by  reducing  domestic  taxes 
on  certain  consumer  goods.  Similarly,  in  the 
GATT  negotiations,  this  group  of  countries  was 
outstanding  for  its  liberal  attitude  and  under¬ 
standing  of  the  problems  of  the  less  developed 
countries. 

The  action  taken  by  Australia  in  relation  to 
the  problems  of  the  developing  countries  may 
likewise  be  described  as  highly  positive,  starting 
with  the  waiver  it  obtained  in  GATT  so  that  it 
could  establish  a  system  of  preferences  in  favour 
of  the  developing  countries  for  a  preliminary  list 
of  manufactures  and  semi-manufactures,  the  ex¬ 
pansion  of  which  has  just  been  announced.10 

The  heterogeneous  attitudes  and  policies  which 
the  industrialized  countries  have  been  assuming, 
without  being  linked  to  development  levels  or 

^  Report  of  the  Working  Group  adopted  in  28  March 
l%o  (GATT,  Basic  Instruments  and  Selected  Docu¬ 
ments,  Supplement  No.  14,  pp.  172  to  188). 
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balance-of-payments  or  other  problems,  demon¬ 
strate  the  importance  of  joint  persuasive  action 
by  the  developing  world  in  order  to  open  up  new 
possibilities  and  create  a  favourable  atmosphere 
for  negotiations  between  both  groups  of  coun¬ 


tries.  This  moreover  reaffirms  the  validity  of 
the  basic  principles  arrived  at  in  UNCTAD  and 
in  GATT,  and  points  to  the  ground  still  to  be 
covered  before  their  full  acceptance  and  effective 
implementation  can  be  achieved. 


B.  Fulfilment  by  developed  countries  of  commitments  assumed  in  relation  to  their 

TRADE  WITH  DEVELOPING  COUNTRIES 


When  the  secretariat  document  “Latin  Amer¬ 
ica  and  international  trade  policy”  (E/CN.12/ 
773)  was  considered  at  the  twelfth  session  of 
ECLA  (Caracas,  May  1967),  the  secretariat  was 
asked  to  list  as  many  as  possible  of  the  cases 
of  failure  by  the  developed  countries  to  comply 
with  the  principles  and  recommendations  of 
UNCTAD  and  to  meet  commitments  they  had  un¬ 
dertaken  in  GATT  in  relation  to  their  trade 
with  developing  countries,  with  special  reference 
to  the  commitments  that  directly  affected  the 
Latin  American  countries. 

The  preparation  of  such  a  list  is  actually  a 
very  complex  and  long-range  task,  the  scope  of 
which  must  be  determined  in  the  light  of  various 
aspects  and  problems,  such  as  the  definition  of 
non-compliance;  the  nature  and  scope  of  the 
principles,  commitments,  recommendations,  re¬ 
solutions  and  declarations;  their  forms  of  im¬ 
plementation;  and  their  total  or  conditional 
acceptance  by  all  or  some  of  the  developed  coun¬ 
tries.  Consequently,  without  prejudice  to  the 
possibility  of  carrying  out  a  more  detailed  inves¬ 
tigation  at  a  later  stage,  it  has  been  deemed 
necessary  to  examine  those  aspects  and  to  point 
out  cases  which  may  be  regarded  as  constituting 
a  failure  on  the  part  of  the  developed  countries 
to  meet  formal  commitments  with  respect  to 
products  of  interest  to  the  Latin  American  coun¬ 
tries,  in  the  strictest  sense  of  what  may  be  under¬ 
stood  to  constitute  non-compliance,  namely,  re¬ 
strictions  applied  by  the  developed  countries  to 
those  products  which  are  contrary  to  the  provi¬ 
sions  of  the  General  Agreement  on  Tariffs  and 
Trade  and  are  not  covered  by  waivers,  based 
upon  notification  of  the  GATT  secretariat  by 
the  countries  in  question  (see  table  1). 

The  first  problem  to  be  considered  is  the 
nature,  scope  and  binding  power  of  the  various 
forms  that  the  commitments  may  assume.  In 
general,  the  developed  countries  take  the  posi¬ 
tion  that,  in  their  trade  relations  with  the  devel¬ 
oping  countries,  they  are  bound  only  by  the 
legal  commitments  they  assume  under  a  treaty 
(i.e.,  under  the  General  Agreement  on  Tariffs 
and  Trade)  and  that  even  then  the  binding 
force  of  the  commitments  is  limited  by  the 


escape  clauses  to  which  they  are  usually  subject. 
On  the  other  hand,  they  maintain  that  the  com¬ 
mitments  which  they  have  accepted  in  the  form 
of  principles,  recommendations,  declarations  and 
resolutions,  etc.,  are  not  mandatory,  and  that 
therefore  their  non-observance  cannot  be  quali¬ 
fied  as  non-compliance. 

However,  the  difference  between  one  type 
of  commitment  and  the  other  is  more  formal 
than  substantive.  When  the  developed  and  the 
developing  countries  agree  that  certain  prob¬ 
lems  and  obstacles  are  adversely  affecting  the 
latter’s  international  trade  and  economic  devel¬ 
opment,  and  have  further  stated  that  they  are 
prepared  to  co-operate  and  to  take  active  steps 
to  contribute  towards  the  solution  or  elimination 
of  those  problems  and  obstacles — as  all  the  de¬ 
veloped  countries  have  done  without  exception — , 
they  are  in  fact  assuming  a  political  respon¬ 
sibility  and  commitment,  although  they  may  not 
be  solemnly  bound  by  law  to  honour  it. 

For  political  commitments  of  this  kind  to  be 
operative,  they  must,  of  course,  be  implemented 
through  measures  involving  specific  action  pro¬ 
grammes;  in  fact  it  is  only  through  such  pro¬ 
grammes  that  the  developed  countries  may  fulfil 
their  general  commitments  of  a  political  nature 
to  contribute  effectively  to  solving  the  problems 
that  impede  the  expansion  of  exports  and  the 
economic  growth  of  the  developing  countries. 
This  was  fully  recognized  in  the  Ministerial 
Declaration  made  by  the  member  countries  of 
GATT  in  May  1961,  in  which  it  was  agreed 
that  the  industrialized  Contracting  Parties 
should  adopt  a  series  of  measures  in  relation  to 
the  trade  problems  of  the  dveloping  countries 
(reduction  to  the  minimum  or  elimination  of 
the  tariff  and  quantitative  restrictions  impeding 
access  to  markets  as  well  as  of  the  internal  fiscal 
charges  which  affect  the  developing  countries’ 
exports  limitations  on  the  use  of  subsidies  for 
the  production  or  export  of  primary  products, 
compliance  with  the  principles  and  lines  of  ap¬ 
proach  already  accepted  in  earlier  resolutions 
of  GATT  and  in  FAO  with  respect  to  the  sale 
of  agricultural  surpluses,  etc.) ;  that  immediate 
measures  would  be  taken  to  establish  specific 
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Table 


IMPORT  RESTRICTIONS  APPLIED  BY  DEVELOPED  COUNTRIES  INCONSISTENTLY 

AND  NOT  COVERED  BY  WAIVERS  ON  PRODUCTS 


BTN 


Products 


United 

States 


France 


Federal  Republic 
of  Germany 


Italy 


0201  Meat  and  edible  offals  of  animals 

A  Meat  of  bovine  animals  . . . 
B  Meat  of  sheep  and  goats  . . 

C  Meat  of  swine  . 

D  Meat  of  horses,  etc . 

E  Offals  . 

0202  Poultry  and  edible  offals  thereof 

0205  Unrendered  pig  and  poultry  fat 

Unrendered  pig  fat  alone  .... 
0206  Meat  and  edible  meat  offals  of 

all  kinds  . 

Ham,  except  tinned  . 

Pig  meat  and  edible  offals, 
dried  or  smoked  . 


GQ  or  BQb 
GQ  or  BQb 


Of  sheep  . 

— 

— 

GQ 

or 

BQb 

— 

ex  0303 

Crustaceans  and  molluscs  . 

— 

— 

— 

0401 

Milk  and  cream,  fresh  . 

— 

— 

GQ 

or 

BQb 

(  R 

l  GQ  (EEC) 

0402 

Milk  and  cream,  preserved,  con- 

centrated  or  sweetened  . 

— 

— 

— 

_ 

0403 

Butter  . 

— 

— 

— 

— 

0404 

Cheese  and  curd  . 

— 

— 

— 

_ 

“Cheddar”  and  “Colby”  types 

— 

— 

— 

— 

0405 

Birds’  eggs  . 

— 

ex  R 

— 

_ 

0406 

Natural  honey  . 

— 

— 

— 

_ 

ex  0515 

Dried  shrimp  . 

— 

— 

GQ 

or 

BCb 

- 

ex  0705 

Dried  leguminous  vegetables  . . 

— 

— 

— 

_ 

ex  0706 

Manioc,  arrowroot,  sweet  pota- 

toes,  and  similar  roots  and 

tubers  . 

— 

— 

_ 

— _ 

0801 

Bananas,  fresh  . 

— 

R 

— 

GQa 

ex  0801 

Pineapples,  fresh  and  dried  . . . 

— 

R 

__ 

0802 

Citrus  fruit,  fresh  or  dried  .... 

— 

— 

— 

Oranges,  tangerines,  and  grape- 

fruit  . 

— 

— 

_ 

ex  0806 

Apples  and  pears,  fresh . 

— 

— 

GQ 

or 

BQ 

__ 

Apples  . 

— 

— 

— 

Pears  . 

— 

_ 

_ 

0810 

Fruit  preserved  by  freezing,  not 

containing  added  sugar . 

— 

— 

— 

Pineapple  . . 

— 

— 

— 

ex  0901 

Coffee,  whether  or  not  roasted, 

excluding  unroasted  grain  . . . 

— 

R 

_ 

1001 

Wheat,  etc.: 

Wheat  . 

GQb 

— 

Meslin  . 

_ 

_ 

1002 

Rye  . 

— 

_ 

1003 

Barley  . 

— 

_ 

1004 

Oats  . 

_ 

1005 

Maize  . 

_ 

1006 

Rice  . 

_ 

1101 

Cereal  flours  excluding  rice  . 

_ 

Of  wheat  . 

GQb 

__ 

1102 

Cereal  groats  and  cereal  meal  . . 

_ 

Of  wheat  . 

— 

— 

— — 

R 

Of  rice . 

— 

— 

— 
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WITH  THE  PROVISIONS  OF  THE  GENERAL  AGREEMENT  ON  TARIFFS  AND  TRADE 
OF  EXPORT  INTEREST  TO  LATIN  AMERICA 


United 


Benelux 

Kingdom. 

Austria 

Sweden 

Norway 

Denmark 

Canada 

Japan 

— 

— 

— 

— 

— 

GQ,  DL 

_ 

_ 

— 

— 

DLa 

— 

DL,  MP 

— 

— 

GQ 

— 

— 

DLa 

— 

DL,  MP 

— 

— 

— 

GQ  (DA) 

DLa 

La 

DL.  MP 

_ 

_ 

GQ 

Pr  (-EEC)* 

DLa 

La 

La 

DL 

DL,  MP 

- 

— 

— 

— 

— 

L® 

DL 

DL 

_ 

_ 

— 

— 

DLa 

— 

DL 

DL 

— 

— 

— 

— 

— 

— 

— 

— 

— 

GQ 

— 

— 

DLa 

___ 

DL 

ex  GQ,  DL 

_ 

ex  GQ 

— 

Pr  (-STA) 

— 

— 

— 

— 

— 

— 

— 

— 

— 

La 

— 

— 

_ 

— 

( LDC  1 

— 

— 

— 

— 

— 

— 

— 

|Q  (EEC)  | 

— 

— 

— 

DL 

— 

GQ 

— 

{  Pr  (DA)  } 

DLa 

— 

A 

— 

— 

ex  GQ 

_ 

— 

DLa 

La 

A 

LL,  DL 

_ 

ex  GQ 

— 

ex  BQb 

DLa 

— 

DL,  GQ 

DL 

PPa 

— 

— 

— 

— 

— 

A,  GQ 

— 

— 

ex  GQ 

— 

— 

— 

— 

— 

— 

PPa 

— 

— 

— 

— 

ex  La 

ex  DL,  MP 

DL 

— 

— 

— 

— 

— 

— 

DL 

GQ 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

“““ 

— 

— 

■ - 

— 

— 

GQ 

DL 

DL 

GQ 

— 

GQ  (DA) 

— 

— 

— 

— 

— 

— 

(GQ  (DA)  | 

— 

— 

— 

— 

— 

• — 

— 

|  BQ  (Cuba)  j 

— 

— 

— 

— 

— 

— 

____ 

_ 

_ 

— 

— 

GQ 

SRa  (-EEC) 

GQ  (-STA) 

DL 

— 

• — 

LL,  DL 

— 

— 

_ 

_ 

— 

— 

DL,  MP 

— 

— 

GQ 

— 

— 

— 

DL,  MP,  SR 

— 

— 

— 

_ 

DL 

ex  DL 

_ 

_ 

— 

— 

— 

— 

— 

■ - 

— 

GQ 

— 

— 

— 

— 

— 

Q 

— 

GQ 

DLa 

, 

-  - 

LL,  DL 

U> 

— 

_ 

DLa 

— 

— 

LL,  DL 

— 

— - 

_ 

DLa 

— 

— 

LL,  DL 

— 

— 

DL® 

— 

— 

LL,  DL 

Lb 

— 

_ 

DL® 

— 

— 

LL,  DL 

Lb 

— 

_ 

DLa 

— 

— 

LL 

— 

— 

r  . 

— 

DL,  GQ 

— 

— 

• — 

DLa 

— 

— 

LL,  DL 

— 

ex  GQ 

— 

— 

— 

ex  Lb 

— 

. 

__ 

ex  DLa 

— 

— 

ex  LL,  DL 

ex  Lb 

— 

___ 

— 

— 

— 

— 

GQ 

, 

_ 

— 

— 

— 

— 

GQ 
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Table 


United 

Federal  Republic 

BTN 

Products 

States 

France 

of  Germany 

Italy 

1105 

Flour,  meal  and  flakes  of  potato 

— 

— 

ex  GQ  or  BQ 

— 

ex  1106 

Flour  and  meal  of  manioc,  sago, 
etc . 

• 

_ 

1201 

Oil-seeds  . 

— 

— 

— 

— 

Groundnuts  . 

Qb 

R 

— 

— 

Soya  and  others . 

— 

R 

- ' 

— 

1501 

Lard  and  other  rendered  pig  fat; 
rendered  poultry  fat  . 

_ 

Pig  fat  . 

— 

— 

— 

— 

ex  1502 

Other  unrendered  fats  and  tallow 

— 

— 

— 

— 

ex  1503 

Lard  stearin,  oleostearin,  lard  oil 

— 

— 

— 

— 

1507 

Vegetable  oils: 

C  Groundnut  oil  . 

R 

B  Soya  oil  . 

— 

— 

— 

GQb 

Others  . 

- - 

R 

— 

— 

1601 

Sausages  and  the  like,  of  meat 

Of  sheep  meat  . 

CQ  or  BQb 

1602 

Other  prepared  or  preserved  meat 

— 

— 

— 

— 

Of  sheep  . 

— 

— 

GQ  or  BQ1' 

— 

Excluding  poultry  . 

— 

— 

— 

— 

Of  pig  and  poultry  meat  .... 

— 

— 

— 

_ 

Of  bovine  animals  and  pigs  . . 

— 

— 

— 

— 

1603 

Meat  extracts  and  meat  juices 

_ 

_ 

1701 

Beet  sugar  and  cane  sugar,  solid 

B(> 

ex  R 

GQ  or  BQ1’ 

DL 

1702 

Other  sugars  . 

— 

ex  R 

ex  GQ  or  BQb 

DL 

ex  1703 

Molasses  . 

— 

R 

GQ  or  BQb 

R 

ex  1705 

Flavoured  molasses  . 

— 

— 

GQ  or  BQb 

R 

2001 

Vegetables  and  fruit,  prepared 
or  preserved  by  vinegar  .... 

R 

ex  GQ  or  BQ  (—EEC  ) 

2002 

Vegetables  prepared  or  preserved 
otherwise  than  by  vinegar  . . . 

R 

ex  GQ  or  BQ 

Tomato  puree,  canned  . 

— 

— 

_ 

_ 

2003 

Fruit  preserved  by  freezing,  con¬ 
taining  added  sugar  . 

L 

2005 

Fruit  puree  and  fruit  pastes  . . 

— 

R 

ex  GQ  or  BQ  (-EEC)  ex  DL  (-EEC) 

2006 

Fruit  otherwise  prepared  or  pre¬ 
served  . 

R 

GQ  or  BO 

Canned  grapefruit  . 

— 

— 

_ 

. 

2007 

Fruit  juices  and  vegetable  juices 

— 

ex  R 

ex  DL 

Fruit  juices  . 

— 

— 

ex  GQ  or  BQ  (-EEC) 

_ 

Tomato  juice  . 

— 

_ 

_ 

2102 

Instant  coffee  . 

— 

R 

ex  2104 

Tomato  sauce  . 

— 

— 

— 

— 

ex  2107 

Other  food  preparations  . 

— 

— 

GQ  or  BQ 

R 

2205 

Wine  of  fresh  grapes  . 

— 

ex  R 

GQ  or  BQc  j 

c 

CQ  (EEC) 

2206 

Vermouths  and  other  wines  ... 

— 

_ 

ex  2301 

Flours  and  meals  of  meat,  offals, 
fish  and  the  like,  unfit  for 
human  consumption  . 

2401 

Unmanufactured  tobacco  . 

_ 

R 

2402 

Manufactured  tobacco  . 

— 

R 

— 

_ 

A  Cigars  and  cheroots  . 

— 

_ 

_ 

ex  2601 

Tungsten  ore  . 

, _ 

ex  2710 

Gas  oil,  fuel  oil  and  raw  oil,  in 
containers  of  less  than  300  1. 
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1  ( continued ) 


Benelux 

United 

Kingdom 

Austria 

Sweden 

Norway 

Denmark 

Canada 

Japan 

— 

— 

— 

DL 

LL,  DL 

— 

GQ 

_ 

- 

_ 

_ 

DL 

LL,  DL 

_ 

GQ 

— 

— 

— 

— 

— 

GQ 

— 

— 

— 

— 

— 

— 

— 

■ — 

— 

GQ 

— 

— 

— 

— 

• 

— - 

— 

■ - 

— 

— 

— 

— 

DL 

ex  DL 

. — 

• - 

— - 

— 

DLa 

— 

• -  . 

— 

— 

• - 

— 

— 

GQa 

— 

— 

DL 

— 

— 

— ' 

— 

— 

— 

- - 

DL 

' 

_ 

, 

_ 

_ 

_ _ 

_ 

- - 

— 

— 

— 

— 

— 

— 

— 

GQ 

— 

— 

• — 

■ — 

■ — 

— 

— 

GQ 

_ 

DLa 

_ 

DL 

GQ 

_ 

GQ 

— 

Pr  (— STA) 

— 

— 

— 

ex  GQ 

— 

— 

— 

— 

— 

— 

— 

■ - 

— 

— 

— 

— 

DLa 

— 

• - 

— 

— 

— 

— 

— 

— 

La 

DL 

— 

— 

— 

— 

• — 

— 

— 

— 

— 

— 

GQ 

_ 

r 

DLa 

_ 

ex  DL 

' 

— 

- - 

GQb 

— 

GQ 

LL 

— 

LL,  DL 

— 

GQ 

ex  GQb 

— 

ex  GQ 

— 

— 

LL,  DL 

— 

ex  GQ 

_ 

— 

— 

— 

LL,  DL 

• — 

GQ 

GQb 

— 

— 

— 

— 

LL,  DL 

— 

GQ 

— 

— 

— 

— 

ex  DL 

— 

— 

— 

. 

ex  DL 

_ 

_ 

. - 

— 

— 

— 

— 

DL 

— 

• — 

GQ 

_ 

DL 

ex  GQ 

— 

GQ 

— 

— 

— 

— 

ex  DL 

— 

— 

GQ 

ex  DL 

ex  GQ 

_ 

GQ 

— 

GQ  (DA) 

— 

— 

— 

ex  GQ 

• — 

— 

_ 

— 

— 

— 

- - 

— 

— 

— 

ex  GQ  (DA) 

ex  GQ 

— 

DL,  GQ 

— 

— 

GQ 

— 

— 

— 

— 

1 

. 

GQ 

— 

— 

— 

— 

— 

— 

— 

GQ 

— 

— 

— 

— 

A,  GQ 

— 

— 

ex  GQ 

— 

— 

ex  GQ 

— 

— 

Q 

— 

GQ 

— 

— 

ex  GQ 

— 

— 

Q 

— 

GQ 

_ 

-  - 

— 

— 

GQ 

- - 

— 

— 

— 

— 

— 

— 

— 

(GQ  (DA)  ) 

|  BQ  (Cuba)  } 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

GQ 

_ 

_ 

— 

— 

BQ 
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Table 


United  Federal  Republic 

Products  States  France  of  Germany  Italy 


3501 

Casein,  caseinates  and  other  ca¬ 
sein  derivatives;  casein  glues 

ex  L 

Unhardened  casein  for  use  in 
food  production  . 

GQ  or  BQ8 

4102 

Bovine  cattle  leather  and  equine 
leather  . 

4103 

Sheep  and  lamb  skin,  leather  . . 

— 

- 

. 

. 

ex  4103 

Patent  leather  and  metallised 
leather  . 

4415 

Plywood  . 

_ 

L 

- 

ex  4801 

Paper  and  paperboard  . 

— 

R 

_ 

_  _ 

5305 

Sheep’s  or  lambs’  wool  or  other 
animal  hair,  carded  or  combed 

L 

5307 

Woollen  yarn,  not  put  up  for 
retail  sale  . 

R 

Excluding  stiffened  yarn  .... 

— 

_ 

LLa 

. 

ex  5310 

Woollen  yam,  put  up  for  retail 
sale . 

LLa 

ex  5311 

Woven  fabrics  of  wool  or  fine 
animal  hair  . 

R 

LLa 

5501 

Cotton,  not  carded  or  combed  . . 

GQb 

— 

— 

_ 

ex  5503 

Cotton  waste,  not  carded  or 
combed  . 

GQ*> 

ex  5504 

Cotton,  carded  or  combed  .... 

GQb 

- . 

_  _ 

ex  5509 

Other  woven  fabrics  of  cotton  . . 

— 

_ 

LLa 

5710 

Woven  fabrics  or  jute  . 

_ 

R 

GQa 

ex  6002-05 

Gloves,  socks,  woollen  garments, 
knitted  . 

R 

LLa.d 

ex  6101-04 

Outer  and  under  garments  . .  I 
Collars  and  scarves,  except  h 

R 

ex  6106  and  6110 

ex  6402 

knitted  . J 

Footwear  with  leather  soles  .... 

ex  6405 

Parts  of  footwear  . 

_  .. 

7301 

Pig  iron,  cast  iron  and  spiege- 
leisen,  in  pigs,  blocks,  lumps 
and  similar  forms  . 

R 

ex  8441 

Sewing  machines,  not  for  do¬ 
mestic  use . 

R 

ex  8445 

Machine  tools  for  working  metals 

— 

— 

— 

— 

Sources:  GATT,  Notifications  of  import  restrictions 
applied  inconsistently  with  the  provisions  of  GATT  and 
not  covered  by  waivers  on  products  of  export  interest 
to  developing  countries  (COM.TD/W/60),  July  1967. 
Information  for  the  United  States  was  obtained  from 
GATT  document  L/2568,  Add.  6  (March  1966) ;  for 
France,  from  GATT  documents  COM.TD/W/19  (March 
1966)  and  L/2817  (July  1967). 

Symbols:  A:  Administrative  restriction;  L:  Licensing; 
DL:  Discretionary  licensing;  LL:  Liberal  licensing; 
MP:  Minimum  price  system;  Pr:  Prohibited;  Q:  Quota; 
GQ:  Global  quota;  BQ:  Bilateral  quota;  R:  Restriction 
(method  unspecified);  SP:  Special  price  permit  re¬ 
quired;  SR:  Seasonal  restriction;  (-STA) :  Applicable 
to  imports  from  other  than  sterling  area  countries; 
(DA):  Applicable  to  imports  from  the  dollar  area. 

Note:  This  list  of  restrictions  is  not  complete,  since 
it  covers  only  restrictions  reported  in  the  sources 
mentioned.  In  addition,  the  list  refers  only  to  some 


products  of  special  export  interest  for  Latin  America 
which  were  selected  on  the  basis  of  the  following 
documents:  UNCTAD,  Informe  sobre  articulos  cuya 
exportacion  ofrece  interes  para  los  paises  era  desarrollo 
(TD/B/C/2/20,  March  1967) ;  GATT,  Products  notified 
as  being  of  export  interest  to  less-developed  countries 
—Note  by  the  Secretariat  (COM.TD/23,  June  1966); 
Memorandum  de  las  Misiones  Latinoamericanas  ante  la 
CEE  (February  1966). 

Footnotes  by  countries: 

United  States: 

a  Justified  by  the  provisional  protocol. 

b  Justified  by  article  XI,  2  (c)  of  the  General  Agree¬ 
ment. 

Federal  Republic  of  Germany: 

a  Applies  to  all  countries,  except  the  European,  EEC 
Associate  countries  (Cyprus,  Kenya,  Malta,  Sierra 
Leone,  Uganda,  Jamaica  and  Trinidad  and  Tobago). 
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1  ( concluded ) 


United 

Benelux  Kingdom  Austria  Sweden  Norway  Denmark  Canada  Japan 


GQ 

GQ 

GQ 


GQ 


GQb 


BQb 


GQ 

GQ 


GQ 

GQ 


b  According  to  the  Federal  Republic  of  Germany, 
these  restrictions  are  justified  by  the  provisions  of  the 
Torquay  protocol. 

c  According  to  the  Government  of  the  Federal  Re¬ 
public  of  Germany,  this  restriction  falls  under  the 
provisions  of  article  XI,  2  (c)  (i)  of  the  Agreement. 

d  Refers  to  knitted  garments  made  of  wool  or 
synthetic  fibres  (ex  6005). 

Italy: 

a  Temporary  restriction. 

b  Applies  only  to  Latin  American  countries.  Middle 
Eastern  countries,  United  States,  Korea,  Japan  and  the 
socialist  countries. 

Benelux: 

a  Justified  because  of  a  decision  of  the  GATT  con¬ 
tracting  parties  on  the  agricultural  products  of  Luxem¬ 
bourg  (December  1955). 

b  Restrictions  applied  by  Belgium  and  Luxembourg 
only. 

c  Restrictions  applied  by  the  Netherlands  only. 


United  Kingdom: 

a  Applies  to  all  countries  except  those  of  the  dollar 
area,  socialist  countries  and  Japan. 

b  Does  not  apply  to  India,  Pakistan  and  some  other 
countries. 

Austria: 

a  Products  falling  under  the  Austrian  law  on  market¬ 
ing  of  agricultural  products;  according  to  the  Austrian 
Government  such  restrictions  are  justified  by  the 
Torquay  protocol. 

Sweden: 

a  Applies  only  to  products  from  North,  Central  and 
South  America. 

b  Applies  only  to  products  of  item  6005. 

Canada . 

a  Imports  allowed  only  when  they  are  for  personal 
consumption. 

b  Restriction  justified  by  the  provisional  protocol. 
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action  programmes  and,  where  feasible,  final 
dead-lines  for  the  progressive  reduction  and 
elimination  of  obstacles  to  exports  of  the  devel¬ 
oping  countries;  and  that  procedures  would  be 
established  for  notifying  and  revising  action 
taken  by  the  Contracting  Parties  to  implement 
the  programmes  agreed  upon. 

The  Programme  of  Action,  adopted  at  the 
GATT  ministerial  meeting  held  in  May  1963, 
was  precisely  oriented  in  this  way,  establishing 
various  measures  in  favour  of  the  products  of 
interest  to  the  developing  countries  which  the 
industrialized  countries  had  to  take  (maintain¬ 
ing  the  standstill,  gradual  reduction  of  customs 
barriers  which  had  to  be  lowered  by  at  least 
50  per  cent  over  the  next  three  years,  complete 
liberalization  of  tropical  products  by  31  Decem¬ 
ber  1963,  elimination  of  quantitative  restrictions 
within  a  period  of  one  year,  or  before  31  Decem¬ 
ber  1965  at  the  latest,  and  reduction  and  elimina¬ 
tion  of  internal  fiscal  charges,  likewise  by  31 
December  1965).  However,  the  conclusions  and 
resolutions  of  this  ministerial  meeting  did  not 
have  the  full  support  of  the  Ministers  of  the 
industrialized  countries;  those  of  the  European 
Economic  Community  approved  in  principle  the 
general  aims  of  the  Programme  of  Action  and 
declared  that  they  were  prepared  to  do  all  they 
could  to  further  the  growth  of  the  developing 
countries’  trade  but  did  not  support  the  Pro¬ 
gramme  itself  on  the  grounds  that  it  was  insuffi¬ 
cient.  The  Ministers  of  most  of  the  other  indus¬ 
trialized  countries,  in  their  turn,  made  various 
reservations  and  gave  various  interpretations  of 
the  Programme  of  Action  which  considerably 
limited  the  scope  of  its  measures. 

Apart  from  disregarding  the  commitment  as¬ 
sumed  in  the  Ministerial  Declaration  of  May 
1961, 11  their  attitude  shows  that  when  an  at¬ 
tempt  is  made  to  translate  general  commitments 
to  the  developing  countries  into  action  pro¬ 
grammes  which  set  up  goals  to  be  reached  within 
specified  periods  of  time,  conflicts  of  interest 
between  the  developed  countries  generally  pre¬ 
vent  them  from  reaching  an  agreement.  When, 


11  Nor  does  the  new  part  IV  of  the  General  Agree¬ 
ment  provide  for  an  action  programme  or  programmes 
to  be  set  up  in  accordance  with  the  Ministerial  Decla¬ 
ration;  basically  it  does  little  more  than  reiterate  some 
of  the  aims  and  measures  of  a  general  nature  agreed 
upon  in  the  Declaration,  without  indicating  concrete 
steps  or  goals  that  would  guarantee  their  implementa¬ 
tion.  In  article  XXXVII  of  part  IV,  wherein  certain 
commitments  are  given  legal  force  (although  subject  to 
an  escape  clause  that  makes  them  for  the  most  part 
inoperative),  consultative  procedure  is  established  as 
specified  in  the  Declaration,  for  Contracting  Parties 
which  may  consider  that  some  of  the  provisions  of  the 
article  have  not  been  complied  with. 


on  the  other  hand,  the  trade  problems  and 
obstacles  are  those  of  the  industrialized  coun¬ 
tries  themselves,  they  generally  find  a  way  of 
settling  their  differences  and  coming  to  an 
agreement,  as  in  the  case  of  the  Kennedy  nego¬ 
tiations,  when  the  “package  deal”  permitted  a 
last-minute  solution  of  serious  differences  of 
opinion  between  the  developed  countries  that 
threatened  to  wreck  the  negotiations.  In  addi¬ 
tion,  before  adopting  concrete  measures  and 
specific  action  programmes  involving  their  trade 
with  the  developing  countries,  they  usually  insist 
on  these  measures  being  accepted  by  the  other 
countries  (or  the  fulfilment  of  certain  conditions 
by  the  other  developed  countries).  Faced  with 
the  difficulty  of  taking  joint  action  in  this  field, 
in  the  vast  majority  of  cases  the  countries  are 
unwilling  to  act  unilaterally. 

Among  the  commitments  of  a  political  type 
in  the  field  of  international  economic  relations, 
those  that  are  outstanding  are  the  principles 
and  recommendations  adopted  at  the  first  session 
of  UNCTAD,  which  are  binding  on  the  devel¬ 
oped  countries  that  accepted  them.  Since  most 
of  these  recommendations,  including  some  which, 
by  virtue  of  their  scope,  are  extremely  impor¬ 
tant,12  were  adopted  without  opposition,  all  the 
developed  countries  are  bound  by  them  and  their 
non-observance  consequently  implies  non-com¬ 
pliance  with  a  commitment.13 

The  assumption  that  such  recommendations 
constitute  commitments  for  the  countries  that 
accepted  them  is  confirmed  by  the  very  fact  that 
some  developed  countries  (and  in  certain  cases 
developing  countries  as  well)  abstained  from 
voting  or  voted  against  numerous  principles  and 
several  recommendations,  obviously  because  they 
were  not  prepared  to  assume  the  commitments 
that  such  principles  and  recommendations  en¬ 
tailed.  It  follows  that  they  entered  into  the  com¬ 
mitments  involved  in  the  principles  and  recom¬ 
mendations  to  which  they  assented  and  therefore 
accepted  the  obligation  to  carry  them  out. 

No  time-limits,  goals  or  other  concrete  forms 
of  implementation  are  established  for  the  meas¬ 
ures  that  the  developed  countries  would  have  to 
take  in  accordance  with  such  recommendations, 
that  is  to  say  that  there  are  no  specific  action 

12  Recommendations  A.II.l,  relating  to  international 
commodity  arrangements  and  removal  of  obstacles  and 
expansion  of  trade,  and  A.III.4,  on  guidelines  for  tariff 
and  non-tariff  policies  in  respect  of  manufactures  and 
semi-manufactures  from  developing  countries. 

13  In  the  same  way  the  Declaration  of  the  Presidents 
of  America  constitutes  a  political  commitment  to  fulfil 
its  aims  and  implement  the  measures  specified  in  it.  In 
this  case  the  commitment  is  all  the  stronger  for  having 
been  undertaken  by  Chiefs  of  State. 
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programmes  and  that,  on  the  contrary,  it  is 
stated  that  the  measures  should  be  adopted  or 
applied  “at  the  earliest  possible  date”,  “as  far 
as  possible”,  “if  possible”,  etc.  Without  these 
limitations  and  safeguards,  many  recommenda¬ 
tions  would  probably  not  have  been  accepted  by 
an  appreciable  number  of  developed  countries 
— as  in  the  case  of  the  GATT  Programme  of 
Action  in  May  1963 — -and  there  would  have 
been  even  less  likelihood  of  their  acceptance  if 
an  attempt  had  been  made  to  fix  time-limits  and 
establish  a  real  action  programme.  However  this 
does  not  detract  from  the  binding  nature  of 
these  recommendations  or  the  obligation  to 
comply  with  them.  It  may  be  assumed  that  if 
they  were  accepted,  it  was  with  the  intention 
to  comply  with  them  effectively  “to  the  fullest 
extent  possible”.  The  question  is,  therefore,  not 
whether  such  recommendations  constitute  legal 
commitments  but  rather  of  verifying  to  what 
extent  they  were  complied  with  and  if  everything 
possible  was  actually  done  in  this  regard.  If  not, 
this  would  mean  that  there  has  not  been  com¬ 
pliance,  at  least  with  the  spirit  of  the  commit¬ 
ment  assumed  in  accepting  the  recommendation. 

This  situation  repeats  itself  in  a  very  similar 
way  in  the  new  part  IV  of  the  General  Agree¬ 
ment  since  the  fact  that  the  principles,  aims  and 
commitments  provided  in  it  have  a  formal  legal 
framework  makes  little  difference.  In  effect,  just 
as  in  the  case  of  the  UNCTAD  recommenda¬ 
tions,  the  measures  or  provisions  that  must  be 
complied  with  by  the  developed  Contracting 
Parties  in  accordance  with  article  XXXVII  of 
part  IV  do  not  make  up,  as  already  pointed  out, 
a  specific  action  programme.  The  obligation 
assumed  by  these  parties  is  that  of  complying 
with  such  provisions  “to  the  fullest  extent  pos¬ 
sible” — and  although  this  is  explained  as  mean¬ 
ing  “except  when  compelling  reasons,  which  may 
include  legal  reasons,  make  it  impossible  ’,  it 
may  be  supposed  that  only  the  existence  of 
“compelling  reasons”  justifies  non-compliance 
with  the  recommendations  which,  with  similar 
safeguards,  have  been  accepted  by  the  developed 
countries  in  UNCTAD.  There  remains,  of  course, 
the  problem  of  defining  what  is  to  be  understood 
by  “compelling  reasons”,  and  of  verifying  their 
existence  in  specific  cases. 

Until  such  time  as  specific  action  programmes 
are  established  to  implement  the  political  and 
legal  commitments14  assumed  by  the  developed 

14  As  will  be  indicated  later,  the  establishment  of 
these  programmes  through  multilateral  negotiations  be¬ 
tween  developed  and  developing  countries  should  be 
the  main  aim  sought  by  the  latter  in  the  various  forums 
in  which  they  participate.  This  is  the  only  way  of  en¬ 
suring  effective  compliance  with  the  different  commit- 


countries  in  UNCTAD,  GATT,  or  other  inter¬ 
national  forums,  it  will  be  very  difficult,  if  not 
impossible,  to  identify  concrete  cases  of  non- 
compliance. 

Such  non-compliance  may  be  identified  with¬ 
out  much  difficulty  when  the  commitment 
consists  in  refraining  from  adopting  certain 
measures,  as  in  the  case  of  the  standstill  commit¬ 
ment.  It  can  also  be  identified  where  a  provision 
exists  prohibiting  the  maintenance  of  any  type 
of  restriction  (e.g.,  article  XI  of  the  General 
Agreement,  on  the  “general  elimination  of 
quantitative  restrictions”).  In  those  cases,  it  is 
feasible  to  identify  and  list  the  measures  that 
have  been  adopted  or  that  continue  in  force 
despite  those  commitments.  But  when  the  com¬ 
mitment  is  to  adopt  certain  measures,  non- 
compliance  takes  the  form  of  omission;  and 
unless  those  commitments  are  sufficiently  speci¬ 
fic,  as  in  article  XI,  or  time-limits  and  other 
procedures  have  been  established  for  their  im¬ 
plementation,  it  is  impossible  to  determine  and 
list  specific  cases  of  non-compliance,  particu¬ 
larly  if  the  commitment  is  to  comply  with  certain 
provisions  “to  the  fullest  extent  possible”. 

Such  is  the  case  with  the  commitments  estab¬ 
lished  in  the  UNCTAD  recommendations  and  in 
article  XXXVII  of  the  General  Agreement 
whereby  the  developed  countries  would — to  the 
fullest  extent  possible — reduce  or  eliminate  tariff 
and  non-tariff  restrictions  on  trade  in  products 
of  interest  to  developing  countries,  internal 
fiscal  charges  which  adversely  affect  consump¬ 
tion  of  those  products,  etc.  In  order  to  list  cases 
of  non-compliance,  it  would  be  necessary  to  de¬ 
termine,  for  each  commodity,  what  charges  and 
other  restrictions  on  imports  or  consumption 
imposed  by  the  developed  countries  were  in 
force  at  the  time  of  accepting  the  commit¬ 
ment,  and  compare  them  with  those  in  force 
at  the  present  time.  To  obviate  this  problem, 
it  might  be  possible  to  identify  cases  in 
which  developed  countries  have  reduced  or 
abolished  charges  and  other  restrictions  or  in¬ 
ternal  taxes  on  some  of  those  products  and  to 
consider  that,  since  those  were  the  cases  in 
which  measures  had,  in  fact,  been  adopted  in 
accordance  with  the  provisions  of  the  commit¬ 
ment,  there  had  been  non-compliance  with  the 
remainder. 

There  would  still  be  the  problem  of  verifying 
whether  or  not  such  non-compliance  was  justi¬ 
fied,  that  is,  whether  the  countries  had  really 
complied  “to  the  fullest  extent  possible”  or 

ments  already  assumed  by  the  former  or  the  realization, 
in  the  form  of  concrete  measures,  of  other  aspirations  of 
the  developing  countries. 
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whether,  in  the  words  of  article  XXXVII  of  the 
General  Agreement,  “compelling  reasons”  had 
actually  prevented  them  from  reducing  or  elimi¬ 
nating  charges  and  other  restrictions  in  every 
case  where  they  had  failed  to  do  so.  This  would 
require  machinery  for  consultation  and  com¬ 
parison,  which  is  envisaged  in  the  same  article. 
Another  problem  involved  in  identifying  actual 
cases  of  non-compliance  with  the  commitments 
assumed  by  developed  countries  in  relation  to 
their  trade  with  developing  countries  is  how  to 
distinguish  between  non-compliance  as  such,  in 
the  strict  sense  of  the  term,  where  a  waiver15 
has  been  obtained  previously,  and  cases  where 
non-compliance  would  be  justified  by  recourse 
to  some  explicit  or  implict  escape  clause  (e.g., 
restrictions  imposed  on  the  grounds  of  market 
disruption) . 

The  first  group  includes  import  restrictions 
imposed  in  opposition  to  GATT  provisions  and 
not  covered  by  waivers,  normally  called 
“residual”  restrictions.  Those  restrictions  there¬ 
fore  constitute  well  defined  and  identified  cases 
of  non-compliance  with  commitments;  they  are 
indicated  in  documents  prepared  periodically  by 
the  secretariat  of  GATT  on  the  basis  of  notifica¬ 
tions  from  the  Governments  of  the  countries 
actually  applying  them,  and  are  limited  to 
those  indicated  in  table  1  (affecting  products 
considered  to  be  of  special  interest  to  the  Latin 

15  A  waiver  is  used  in  GATT  to  exempt  a  Contracting 
Party  from  complying  with  one  or  several  of  the  obliga¬ 
tions  it  has  assumed  by  virtue  of  the  provisions  of  the 
General  Agreement,  e.g.,  to  maintain  or  adopt  certain 
quantitative  restrictions  or  to  impose  higher  customs 
duties  than  those  agreed  on  in  the  negotiations.  It  is 
granted  for  limited  periods — though  frequently  renewed 
on  expiry — and  is  subject  to  certain  other  conditions. 
An  example  which  might  be  cited  is  that  of  the  restric¬ 
tions  imposed  by  the  United  States  on  imports  of  cer¬ 
tain  agricultural  commodities,  in  respect  of  which  it 
obtained  a  waiver  by  the  Decision  of  the  Contracting 
Parties  of  5  March  1955.  In  accordance  with  this  de¬ 
cision,  the  Government  of  the  United  States  must  pre¬ 
sent.  an  annual  report  on  those  restrictions,  for  consid¬ 
eration  by  a  working  group  of  the  Contracting  Parties, 
which  decides  whether  or  not  the  waiver  is  to  be  re¬ 
newed.  The  report  must  indicate  any  change  or  elimina¬ 
tion  in  respect  of  restrictions  imposed  the  previous 
year,  the  restrictions  in  force,  the  reasons  why  they  are 
still  applied  (including  restrictions  not  covered  by  the 
waiver)  and  the  steps  taken  to  solve  the  problem  of 
agricultural  surpluses.  Such  restrictions,  in  the  form  of 
import  regulations,  affect  various  products  such  as  wheat 
and  products  thereof,  cotton  with  a  certain  length  of 
fibre,  groundnuts  and  some  processed  milk  products. 
Other  products,  such  as  American-type  cheese  and  frozen 
cream,  were  added  on  SO  June  1967.  As  can  be  seen 
this  waiver  has  been  in  force  for  twelve  years  despite  all 
efforts  to  end  it;  in  other  words  the  waiver  has  in  fact 
become  a  means  of  maintaining  restrictions  indefinitely, 
and  in  some  cases  of  intensifying  and  extending  them 
to  new  products,  although  many  of  the  original  restric¬ 
tions  have  been  eliminated  or  reduced. 


American  countries).  However,  there  may  be 
compelling  reasons  for  certain  Governments  to 
maintain  those  residual  restrictions,  and  a  group 
of  experts  might  objectively  examine  those  prob¬ 
lems,  thereby  making  it  possible  to  identify 
suitable  forms  of  collaboration  with  a  view  to 
abolishing  such  restrictions. 

Therefore,  the  list  of  restrictions  in  table  1 
covers  a  very  limited  field,  which  would  be  con¬ 
siderably  extended  if  it  were  to  include  other 
restrictions  imposed  by  developed  countries  on 
imports  of  commodities  of  interest  to  the  Latin 
American  countries,  which  are  authorized  by 
waivers  or  “legitimized”  through  recourse  to 
safeguard  clauses  interpreted  and  applied  uni¬ 
laterally  by  the  developed  countries  (whose 
justification  should  therefore  be  examined  on  a 
multilateral  basis).  But  besides  this,  there  are 
other  vast  fields  that  should  be  examined  in 
relation  to  the  non-compliance  with  commit¬ 
ments  assumed  by  the  developed  countries, 
which  would  entail  long  and  complex  work, 
e.g.,  non-compliance  with  the  standstill  com¬ 
mitment  and,  in  particular,  non-compliance 
through  failure  to  adopt  measures  which  the 
developed  countries  had  undertaken  to  adopt 
in  relation  to  the  reduction  and  elimination  of 
tariff  and  non-tariff  restrictions  and  internal 
taxes,  abolition  of  production  or  export  sub¬ 
sidies,  disposal  of  surpluses  and  reserves,  etc., 
affecting  products  of  interest  to  developing 
countries.  The  basic  problem  here  is  to  deter¬ 
mine  what  justification  there  is  for  recourse  to 
the  various  escape  or  safeguard  clauses  which  in 
one  way  or  another  qualify  those  commitments. 

As  a  first  step  in  the  process  of  consultation 
and  comparison  required  for  more  accurate 
identification  of  cases  of  non-fulfilment  of  com¬ 
mitments  on  the  part  of  the  developed  countries, 
especially  undertakings  to  reduce  and  eliminate 
as  far  as  possible  import  barriers  against  prod¬ 
ucts  of  special  export  interest  for  developing 
countries,  the  appended  table  indicates  the 
various  tariff  and  non-tariff  restrictions  applied 
by  the  major  industrialized  countries  to  products 
regarded  as  currently  or  potentially  of  interest 
to  the  countries  of  Latin  America.  These  restric¬ 
tions  should  be  jointly  examined,  product  by 
product,  by  the  two  groups  of  countries  with  a 
view  to  determining  whether  “compelling  rea¬ 
sons”  have  existed  and  still  do  exist  for  not  re¬ 
ducing  or  eliminating  them,  and  to  reaching 
agreement  upon  a  procedure  for  ensuring  the 
attainment  of  the  objective  in  question. 

In  making  this  examination,  priority  should 
be  given  to  restrictions  established  or  increased 
after  the  adoption  of  the  standstill  commitment. 
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With  regard  to  the  residual  restrictions  shown  in 
table  1  a  commitment  should  be  adopted  to  eli¬ 
minate  them  within  a  fixed  and  relatively  short 
period  of  time,  except  in  cases  where,  prior  to 
the  expiry  of  the  time  limit,  a  waiver  is  granted 
on  the  grounds  that  their  elimination  is  ad¬ 
mitted  to  present  basic  difficulties.16 

In  respect  of  the  commitments  assumed  by 
developed  countries  vis-a-vis  the  countries  with 
centrally  planned  economies,  in  particular  those 
based  on  the  recommendations  of  the  first  ses¬ 
sion  of  UNCTAD,  it  is  still  harder  to  identify 
specific  cases  of  non-fulfilment.  The  difficulty 
is  due  mainly  to  the  nature  of  the  instruments 
used  by  the  socialist  countries  for  the  control 
of  their  foreign  trade,  and  therefore  to  the  type 
of  measures  it  was  recommended  that  they 
should  adopt  to  promote  trade  with  developing 
countries,  and  also  to  the  kind  of  information 
that  would  be  needed  for  a  satisfactory  evalua¬ 
tion  of  the  extent  to  which  such  measures  have 
been  implemented. 

For  example,  recommendation  A.II.l,  adopted 
at  the  first  session  of  UNCTAD,  provides  that 
the  developed  centrally  planned  economies 
should,  inter  alia,  “refrain  from  taking  any 
measures  which  would  adversely  affect  the  ex¬ 
pansion  of  imports  from  the  developing  coun¬ 
tries”,  and  should  “take  duly  into  consideration 
the  trade  needs  of  the  developing  countries 
when  fixing  the  quantitative  targets  in  their  long¬ 
term  economic  plans  and  concluding  long-term 
agreements  and  contracts”,  so  that  “their  imports 
of  primary  products  and  semi-processed  prod¬ 
ucts  from  the  developing  countries”  should 
steadily  increase,  and  “should  constitute  a  pro¬ 
portion  of  growing  importance  in  their  total 
imports”.  Clearly,  it  is  extremely  difficult  to 
ascertain  whether  these  recommendations  have 
been  complied  with,  unless  such  background 
information  is  available  as  the  development 

16  A  similar  proposal,  relating  to  residual  restrictions, 
was  presented  by  New  Zealand  at  the  twenty-fourth 
session  of  the  Contracting  Parties  of  GATT  (November 
1967). 


programmes  and  import  plans  of  a  large  num¬ 
ber  of  countries,  a  list  of  the  agreements  they 
have  drawn  up  with  developing  countries,  an 
account  of  the  patterns  and  terms  of  those  agree¬ 
ments,  etc. 

For  want  of  such  information,  and  of  suf¬ 
ficiently  detailed  statistical  data  for  a  product- 
by-product  evaluation  of  trends  in  the  socialist 
countries’  imports  from  developing  countries, 
the  ECLA  secretariat  has  been  unable  to  em¬ 
bark  upon  a  substantive  analysis  of  the  degree 
of  compliance  with  those  or  other  recommenda¬ 
tions.  In  the  circumstances,  all  that  can  be  done 
is  to  echo  the  concern  expressed  by  the  develop¬ 
ing  countries  in  the  introduction  to  the  Charter 
of  Algiers  with  respect  to  the  following  points: 
(a)  “no  progress  has  been  made  by  developed 
socialist  countries  on  the  recommended  trans¬ 
ferability  of  credit  balances  held  with  them  by 
developing  countries”;  (6)  “the  wide  disparity 
between  domestic  selling  prices  of  goods  im¬ 
ported  by  socialist  countries  from  developing 
countries  and  the  import  price  of  such  goods 
creates  unfavourable  conditions  for  increases 
in  consumption  and  import  of  such  goods  from 
developing  countries”. 

For  effective  evaluation  of  the  degree  of  ful¬ 
filment  of  commitments  assumed  by  the  socialist 
countries,  a  multilateral  consultation  procedure 
would  be  even  more  necessary  than  in  the  case 
of  the  developed  market  economy  countries  for 
the  purposes  of  regularly  reviewing  the  meas¬ 
ures  adopted  by  the  centrally  planned  economies 
in  order  to  increase  and  diversify  their  imports 
from  developing  countries,  improve  the  prices 
and  encourage  the  consumption  of  developing 
countries’  products,  facilitate  the  transfer  of 
credit  balances  held  by  developing  countries, 
etc.  To  that  end,  the  socialist  countries  should 
furnish  full  first-hand  information  on  the  various 
matters  to  be  reviewed,  and  the  proceedings 
should  be  directed  not  so  much  towards  consid¬ 
eration  of  the  actual  measures  themselves  as 
towards  evaluation  of  the  results  achieved. 


C.  Problems  resulting  from  procedures  for  applying  escape  clauses 


In  the  previous  section  it  was  pointed  out  that 
substantial  progress  in  the  fulfilment  of  legal 
or  political  obligations  assumed  by  the  de¬ 
veloped  countries  in  their  trade  relations  with 
the  developing  countries  cannot  be  expected 
until  the  international  community  establishes 
specific  action  programmes.  It  was  also  stated 
that  escape  or  safeguard  clauses  which  explicitly 
or  implicitly  condition  the  scope  and  degree 


of  obligation  of  such  commitments  often  made 
it  easier  for  countries  not  to  comply  with  them. 
Hence,  independently  of,  or  parallel  with,  the 
establishment  of  action  programmes,  or  in 
the  programmes  themselves,  it  is  necessary  to 
define  the  circumstances  in  which  the  clauses 
may  be  invoked  and  to  modify  procedures  for 
applying  them,  in  order  that  they  may  cease 
to  impede  access  of  products  of  the  developing 
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countries  to  the  markets  of  the  developed 
countries. 

It  is  useful  here  to  examine  two  types  of 
escape  clauses.17  On  the  one  hand,  there  are 
the  escape  clauses  provided  in  connexion  with 
contractual  obligations  and  referring  to  con¬ 
crete  situations,  the  utilization  of  which  may 
require  a  waiver  or  authorization  of  the  other 
interested  parties  in  each  case,  involving  a 
specific  and  temporary  abolition  of  the  commit¬ 
ment  assumed,  or  some  procedure  for  prior 
notification  or  consultation,  or  other  provisions. 
Such  are  the  escape  clauses  contained  in  ar¬ 
ticles  XI,  XII  and  XIX  of  the  General  Agree¬ 
ment  on  Tariffs  and  Trade,  which  relate  to 
import  restrictions  on  agricultural  commodities 
as  a  means  of  protecting  domestic  production, 
to  restrictions  for  balance  of  payments  reasons, 
and  to  the  total  or  partial  suspension  by  a 
Contracting  Party  of  a  tariff  concession  granted 
on  a  product  when  imports  of  that  product 
cause  internal  market  disruption  (i.e.,  when 
they  take  place  in  quantities  or  under  conditions 
that  may  cause,  or  threaten  to  cause,  serious 
injury  to  national  producers  of  similar  or  com¬ 
petitive  products) . 

Although  there  have  been  cases  of  abuse  in 
the  application  of  these  escape  clauses,  which 
affect  possibilities  of  access  to  the  markets  of 
the  developed  countries  for  products  of  special 
interest  to  the  developing  countries,  these  are 
the  exception  rather  than  the  rule. 

On  the  other  hand,  much  more  serious  prob¬ 
lems  result  from  another  type  of  escape  clause 
which  is  in  more  general  use,  since  such  clauses 
condition  compliance  with  almost  all  commit¬ 
ments  entered  into  by  the  developed  countries 
in  various  forums  in  connexion  with  their  trade 
relations  with  the  developing  countries.  These 
clauses  tend  to  be  formulated  vaguely  and  in 
general  terms,  such  as  the  obligation  to  comply 
with  commitments  “to  the  fullest  extent  pos¬ 
sible”  or  “as  soon  as  possible”.  Since  their 
application  depends  on  unilateral  interpretation 
and  application  by  the  developed  countries, 
even  in  cases  where  more  or  less  concrete  situa¬ 
tions  are  referred  to — such  as  existing  or  po- 


17  The  types  and  cases  of  escape  clauses  mentioned 
here  do  not  cover  every  situation  in  which  recourse  is 
had  to  escape  measures.  For  example,  restrictions  have 
been  imposed  on  imports  on  the  grounds  that  “social 
dumping”  would  result  from  the  low  wage  levels  and 
other  labour  conditions  in  exporting  countries.  It  would 
also  be  necessary  to  determine  whether  the  unwarranted 
application  of  health,  security  and  other  provisions  such 
as  those  mentioned  in  articles  XX  and  XXI  of  the  Gen¬ 
eral  Agreement  on  Tariffs  and  Trade  actually  implied 
recourse  to  an  escape  clause,  on  account  of  being  dis¬ 
guised  restrictions. 


tential  market  disruption — ,  it  is  a  prerogative 
of  the  importing  country  to  judge  whether  these 
situations  actually  exist,  and  to  decide  on  the 
nature  and  scope  of  the  restrictions  that  should 
be  imposed  in  order  to  correct  them.  Although 
the  clauses  themselves  may  constitute  the  in¬ 
dispensable  means  of  safeguarding  legitimate 
economic  interests,  their  most  questionable 
aspect  is  precisely  their  unilateral  character, 
since  it  gives  the  industrialized  countries  the 
opportunity  of  taking  independent  action  not 
subject  to  any  controls. 

Under  these  conditions,  the  escape  clauses 
may  be  used  for  the  purpose  of  evading  or 
considerably  limiting  compliance  with  the  com¬ 
mitments,  thereby  losing  a  large  measure  of 
their  effective  value  and  in  many  cases  even 
becoming  inoperative.  This  problem  is  par¬ 
ticularly  serious  in  connexion  with  commit¬ 
ments  to  improve  conditions  of  access  for 
products  of  interest  to  developing  countries.  An 
example  of  this  is  provided  when  the  commit¬ 
ment  is  to  reduce  and  eliminate  “to  the  fullest 
extent  possible”  or  “as  soon  as  possible”  the 
tariff  and  non-tariff  barriers  to  imports  of  those 
products  in  the  developed  countries,  as  estab¬ 
lished  in  article  XXXVII  of  part  IV  of  the 
General  Agreement  and  part  II  of  recommen¬ 
dation  A.II.l  adopted  at  the  first  session  of 
UNCTAD.  In  these  cases,  the  failure  to  adopt 
such  measures  implies  tacit  use  of  the  escape 
clause,  and,  despite  the  fact  that  such  an  act 
of  omission  is  less  obvious  than  the  use  of  other 
escape  clauses  (adoption  of  new  restrictions  or 
intensification  of  those  already  existing),  it 
nevertheless  has  equally  negative  effects  from 
the  standpoint  of  improving  conditions  of  inter¬ 
national  trade  for  the  developing  countries. 

These  considerations  do  not  constitute  a  con¬ 
demnation  of  escape  clauses  per  se.  They  may 
be  inevitable  and  necessary  in  situations  where 
fulfilment  of  a  commitment  comes  up  against 
warrantable  difficulties  or  has  caused  signifi¬ 
cant  problems  either  for  the  economy  as  a  whole 
or  for  some  important  sector,  and  it  seems 
unlikely  that  the  developed  countries  would  be 
willing  to  assume  certain  commitments  without 
them.  However,  by  definition,  they  should  be 
used  only  in  exceptional  and  duly  substantiated 
cases,  since  they  must  not  be  assumed  to  consti¬ 
tute  an  expedient  for  evading  compliance  with 
a  commitment.  Otherwise,  the  commitment 
would  be  meaningless.  Hence  the  necessity  of 
making  the  use  of  each  escape  clause  dependent 
on  certain  conditions,  defining  as  precisely  as 
possible  the  circumstances  in  which  it  may  be 
invoked  and,  above  all,  establishing  procedures 
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and  machinery  which  will  ensure  its  adequate 
interpretation  and  application. 

A  more  precise  definition  of  the  circumstances 
in  which  these  clauses  might  be  invoked  would 
help  to  avoid  any  problems  resulting  from  the 
vague  or  excessively  broad  formulation  of  some 
of  them.  However,  this  characteristic  is  due  to 
the  essentially  general  nature  of  the  commit¬ 
ments  involved.  Therefore,  the  proposed  aim 
can  only  be  achieved  in  most  cases  by  defining 
the  commitments  more  precisely  through  the 
establishment  of  specific  action  programmes  for 
their  effective  implementation.  Even  if  this  were 
done,  the  problem  would  not  be  completely 
solved  unless,  in  addition  to  a  sufficiently 
precise  indication  of  the  circumstances  in  which 
escape  clauses  might  be  invoked,  objective  cri¬ 
teria  were  defined  and  agreed  upon  and  ade¬ 
quate  machinery  established  for  determining 
whether  those  circumstances  really  existed  in 
each  case.  This  problem  would  thus  be  raised 
with  respect  to  escape  clauses  relating  to  more 
or  less  concrete  situations,  such  as  the  existence 
of  market  disruption. 

The  problem  of  escape  clauses  might  be 
largely  overcome  by  modifying  the  existing 
procedures  for  their  application.  This  is  true 
with  respect  to  the  vague  and  general  formula¬ 
tion  of  escape  clauses  as  well  as  the  lack  of 
objective  criteria  for  determining  whether  or 
not  they  may  be  legitimately  invoked.  Modifica¬ 
tion  of  these  procedures  is  the  most  urgent 
measure  that  should  be  taken  and  one  which 
consequently  offers  the  most  important  and 
immediate  possibilities  of  achieving  results. 

As  mentioned  earlier,  the  most  questionable 
aspect  of  the  escape  clauses  is  their  unilateral 
character,  which  permits  developed  countries  to 
interpret  them  and  invoke  them  without  any 
outside  control,  thereby  lessening  the  efficacy 
of  the  commitments  concerned.  This  procedure 
should  be  replaced  by  a  multilateral  consulta¬ 
tive  and  supervisory  mechanism  for  verifying 
in  each  case  whether  or  not  there  were  reasons 
for  resorting  to  the  escape  clause  and,  if  so,  for 
determining  the  nature,  scope  and  duration  of 
the  restrictions  imposed.  As  regards  the  com¬ 
mitment  to  take  measures  such  as  the  reduction 
and  elimination  of  import  barriers  for  products 
of  interest  to  the  developing  countries,  the 
machinery  suggested  would  make  it  possible  to 
prove  whether  the  developed  countries  had 
complied  with  it  to  the  fullest  extent  possible 
or  whether  compelling  reasons  had  prevented 
them  from  doing  so. 


The  establishment  of  a  mechanism  of  this 
type  is  proposed  in  the  Charter  of  Algiers  and 
is  also  provided  for  in  article  XXXVII  of  the 
General  Agreement.  Although  in  the  first  stage 
action  might  be  limited  to  consultations  on 
specific  cases  of  recourse  by  developed  countries 
to  escape  clauses  and  the  consideration  of  claims 
presented  by  developing  countries  regarding 
the  former’s  failure  to  comply  with  previously 
accepted  commitments  or  recommendations,  at 
a  later  stage  it  would  be  necessary  to  arrange 
that  the  decisions  of  the  consultative  machinery 
should  be  binding.  In  this  way,  recourse  to 
escape  clauses  would  be  subject  to  a  procedure 
similar  to  that  followed  in  the  General  Agree¬ 
ment,  in  connexion  with,  for  example,  those 
contemplated  in  articles  XI  and  XII,  for  which 
a  waiver  must  be  obtained  in  each  case.  Accord¬ 
ing  to  this  procedure,  the  competent  body 
would  decide  whether  or  not  a  country  was 
justified  in  resorting  to  an  escape  clause — 
involving  either  commission  or  omission — and, 
if  it  was,  this  body  would  determine  the  nature, 
scope  and  duration  of  the  restrictions  that  could 
be  applied  or  that  could  be  maintained  in  cases 
of  temporary  suspension  in  connexion  with 
commitments  to  reduce  or  eliminate  trade  bar¬ 
riers  for  products  of  interest  to  developing 
countries. 

Restrictions  applied  by  virtue  of  escape 
clauses,  particularly  those  related  to  problems 
of  market  disruption,  should  likewise  be  tem¬ 
porary,  and  subject  to  progressive  elimination 
within  time-limits  previously  established  through 
the  consultative  process;  this  should  not  pre¬ 
vent  the  developed  country  which  is  applying 
the  restriction  from  granting  compensation 
to  the  developing  countries  affected  by  it,  par¬ 
ticularly  in  cases  of  violation  of  the  standstill 
commitment.18  This  compensation  might  take 


18  Paragraph  31  of  the  “Action  Plan  of  Vina  del 
Mar”,  which  is  included  in  the  final  report  of  the  fifth 
annual  Meetings  of  the  Inter-American  Economic  and 
Social  Council  at  the  Expert  and  Ministerial  Levels 
(Vina  del  Mar,  Chile,  June  1967),  reads  as  follows: 
“At  the  request  of  the  developing  country  or  countries 
of  the  inter-American  System  that  feel  affected  by  a 
presumed  violation  of  the  international  standstill  com¬ 
mitments,  CIAP  will  serve  as  a  forum  for  consultation, 
with  a  view  to  finding  a  satisfactory  solution  for  the 
interested  parties.  This  action  will  not  prevent  the 
countries  concerned  from  being  able  to  resort  to  other 
appropriate  international  bodies  to  seek  suitable  com¬ 
pensation.  CIAP  will  study  existing  international  sys¬ 
tems  to  determine  damages  that  may  be  caused  by  such 
violations,  and  make  recommendations  to  the  next 
IA-ECOSOC  meeting  as  to  whether  they  should  be 
strengthened,  and  the  need  for  and  feasibility  of  creat¬ 
ing  new  arrangements  for  such  purposes.”  (OEA/Ser.H/ 
XII. 14,  p.  20.) 
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the  form,  inter  alia,  of  granting  concessions  on 
other  products.19 

The  establishment  of  procedures  such  as  those 
indicated  for  controlling  the  use  of  escape 
clauses  will  call  for  a  radical  change  in  the 
traditional  position  maintained  by  the  developed 
countries.  Otherwise,  the  commitments  which 
those  same  countries  have  accepted,  both  in 
GATT  and  in  UNCTAD,  would  have  no  real 
value  nor  would  there  be  any  assurance  of 
sufficient  stability  and  continuity  of  the  con¬ 
ditions  of  access  to  the  markets  of  developed 
countries  for  the  products  of  developing  coun¬ 
tries. 

Until  now  the  problem  of  the  application  of 
restrictive  measures  and  that  of  controlling  the 
use  of  escape  clauses  have  arisen  essentially 
in  relation  to  conditions  of  access  to  the 
markets  of  developed  countries  for  primary 
products  of  developing  countries.  However,  they 
are  acquiring  increasing  importance  in  relation 
to  manufactured  and  semi-manufactured  pro¬ 
ducts  and  their  solution  is  particularly  urgent 
for  the  establishment  of  a  system  of  general 
preferences  in  favour  of  these  products. 

Without  new  rules  there  is  a  serious  risk 
that  the  industrialized  countries,  under  pressure 
of  internal  interests  and  claiming  situations  of 
market  disruption,  may  resort  to  restrictions  in 
order  to  limit,  or  even  eliminate,  the  margin  of 
preference  or  the  volume  of  goods  imported 
under  the  prefei-ential  regime  and  that  this  will 
affect  products  for  which  the  developing  coun¬ 
tries  have  been  able  to  establish  substantial 
export  flows.  The  very  fear  of  this  risk  would 
have  an  adverse  psychological  effect  on  indus¬ 
trialists  and  exporters  in  developing  countries 
who  would  not  feel  encouraged  to  take  full 
advantage  of  the  opportunities  offered  by  the 
preferential  treatment,  since  they  would  not  feel 
they  could  really  rely  on  such  treatment  or  on 


19  The  commitment  to  refrain  from  establishing  or 
increasing  customs  duties  or  non-tariff  restrictions  on 
imports  of  products  of  special  interest  to  the  developing 
countries  was  accepted  by  the  developed  countries  not 
only  in  recommendation  A.II.l  of  the  first  session  of 
UNCTAD  but  also  in  article  XXXVII  of  the  General 
Agreement  on  Tariffs  and  Trade,  and  means  that  tariff 
and  non-tariff  restrictions  for  such  products  have  been 
consolidated  at  the  levels  prevailing  at  the  time  that 
commitment  went  into  effect.  This  represents  a  commit¬ 
ment  similar  to  that  arising  out  of  the  concessions 
granted  in  negotiations  carried  out  in  GATT,  and  al¬ 
though  article  XXXVII  of  the  Agreement  permits  ex¬ 
emption  from  this  commitment  in  cases  where  there 
may  be  “compelling  reasons”  that  impede  its  fulfilment, 
such  non-observance  must  conform  to  the  provisions  of 
article  XIX  of  the  Agreement,  relating  to  withdrawal  of 
concessions. 


conditions  of  access  to  the  markets  of  developed 
countries. 

The  success  of  the  system  of  general  pre¬ 
ferences  will  consequently  depend  to  a  large 
extent  on  not  leaving  to  the  unilateral  decisions 
of  countries  granting  such  preferences  the  in¬ 
terpretation  and  application  of  the  relevant 
escape  and  market-disruption  clauses.  These 
should  rather  be  subject  to  procedures  for 
multilateral  consultation,  in  which  all  interested 
parties  can  participate  in  examining  the  situa¬ 
tions  that  might  cause  a  country  to  resort  to 
those  clauses  and  in  evaluating  the  corrective 
measures  to  be  taken.20 

As  indicated  in  the  Charters  of  Tequendama 
and  Algiers,  a  very  important  complement  to 
the  efficacious  operation  of  this  consultative 
mechanism  would  be  the  establishment  of 
objective  criteria  for  determining  the  existence 
of  situations  of  market  disruption.  Although 
some  developed  countries  pointed  out  in  the 
UNCTAD  Special  Committee  on  Preferences 
that  they  considered  it  would  be  difficult  to 
establish  such  criteria,  there  are  precedents 
which  would  indicate  that  the  problem  is  not 
insoluble. 

In  the  Trade  Expansion  Act  of  1962,  which 
authorized  the  President  of  the  United  States  to 
negotiate  in  the  Kennedy  Round,  measures  are 
laid  down  for  facilitating  adjustment  to  the  new 
competitive  situation  facing  industries  affected 
by  an  increase  in  imports  resulting  from  the 
concessions  granted. 

A  further  precedent  may  be  found  in  resolu¬ 
tion  173  (CM/I/III-E)  of  the  Council  of  Minis¬ 
ters  of  LAFTA  in  which  rules  are  established 
for  products  that  have  been  the  object  of  special 
concessions  to  the  relatively  less  developed 
countries,  in  accordance  with  article  23  of  the 
Montevideo  Treaty.21  This  resolution  provides 


20  This  procedure  would  be  a  way  of  applying  effec¬ 
tively  the  provisions  contained  in  article  XXXVII  of 
the  General  Agreement  on  Tariffs  and  Trade  in  relation 
to  the  fulfilment  of  commitments  set  forth  in  the  same 
article  and  to  the  achievement  of  the  aims  set  forth  in 
article  XXXVI.  It  would  likewise  be  a  way  of  carrying 
out  the  unified  action  referred  to  in  article  XXXVIII.  It 
should  moreover  be  pointed  out  that  in  the  November 
1960  Decision  of  the  Contracting  Parties,  relating  to  the 
interpretation  of  article  XIX  of  the  General  Agreement, 
it  is  recommended  that  the  interested  parties  solve  prob¬ 
lems  deriving  from  market  disruption  through  “nego¬ 
tiations”  instead  of  resorting  unilaterally  to  emergency 
action. 

21  This  article  contains  an  escape  clause  according  to 
which  the  Contracting  Parties  may  authorize  any  one 
of  them  to  impose  temporary  restrictions  on  the  imports 
of  products  originating  in  the  Area  and  included  in  the 
liberalization  programme. 
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that  the  Contracting  Party  interested  in  resorting 
to  those  restrictions  should  present  a  request 
accompanied  by  information  showing  that:  (a) 
the  projected  measures  would  not  mean  a  reduc¬ 
tion  in  normal  consumption;  ( b )  imports  from 
the  Area  would  occur  in  such  quantities  and 
conditions  that  they  would  cause  or  threaten  to 
cause  serious  injury  to  specified  productive 
activities;  and  (c)  such  activities  are  of  signi¬ 
ficant  importance  to  the  national  economy. 

The  experience  in  GATT  arising  out  of  con¬ 
sultations  related  to  article  XIX  of  the  General 
Agreement  (which  refers  precisely  to  the  appli¬ 


D.  Results  of  the  Kennedy  Round  from  the 

1.  Objectives  and  principles 

The  opening  of  the  Kennedy  Round  in  May 
1964  aroused  considerable  and  well-founded 
hopes  of  securing  substantial  improvements  in 
the  foreign  trade  conditions  of  the  developing 
countries,  particularly  as  regards  access  for 
their  products  to  the  markets  of  the  developed 
countries.  At  the  time  of  the  adoption  of  the 
GATT  Programme  of  Action  at  the  Ministerial 
Meeting  in  May  1963,  it  had  already  been  antici¬ 
pated  that  there  would  be  an  opportunity  to 
improve  conditions  of  access  in  the  course 
of  the  Kennedy  Round. 

This  attitude  was  grounded,  first,  on  the 
general  objectives  that  had  been  established  for 
the  negotiations,  which  included  not  only  sizable 
tariff  reductions  but  also  (in  contrast  with 
previous  negotiations)  the  reduction  or  elimina¬ 
tion  of  other  non-tariff  restrictions,  and,  se¬ 
condly,  on  the  fact  that  special  rules  and  pro¬ 
cedures  had  been  agreed  upon  for  the  participa¬ 
tion  of  the  developing  countries  in  the  Kennedy 
Round,  so  that  they  might  obtain  the  best  pos¬ 
sible  results.  The  developed  countries  had 
reaffirmed  on  many  occasions  their  desire  to 
make  a  substantial  contribution,  through  the 
negotiations  in  question,  to  the  solution  of 
the  developing  countries’  problems. 

Among  the  special  provisions  and  regulations 
established  in  favour  of  the  developing  coun¬ 
tries  in  the  Kennedy  Round,  particular  mention 
should  be  made  of  those  designed  to  ensure 
that: 

(a)  Products  of  special  interest  to  the  de¬ 
veloping  countries  should  be  eliminated  from 
the  developed  countries’  lists  of  exceptions 
to  the  linear  cut; 


cation  of  restrictions  on  specified  products  due 
to  situations  of  market  disruption)  and  that  of 
the  EEC  and  EFTA  in  the  application  of  escape 
clauses  motivated  by  similar  problems  could, 
without  doubt,  likewise  provide  useful  data  for 
determining  objective  criteria  which  might  be 
used  by  the  consultative  body  in  order  to  de¬ 
termine  the  existence  of  market  disruption  situa¬ 
tions.22 


22  The  secretariat  of  ECLA  is  undertaking  a  study 
with  the  same  objective,  in  accordance  with  resolution 
272  (XII),  approved  by  the  Commission  at  its  twelfth 
session  (Caracas,  May  1967). 
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(6)  These  same  products  should  be  included 
in  the  industrialized  countries’  lists  of  products 
subject  to  the  selective-offer  procedure; 

(c)  In  the  case  of  these  products  it  might  be 
possible  for  tariff  cuts  to  exceed  50  per  cent; 

( d )  Tariff  concessions  for  products  mainly 
supplied  by  developing  countries,  either  in¬ 
dividually  or  jointly,  should  be  applied  imme¬ 
diately,  instead  of  being  spread  over  a  period  of 
five  years  in  accordance  with  the  procedure 
generally  applicable  (application  without  phas¬ 
ing)  ; 

(e)  The  developed  countries  should  have  no 
opportunity  of  excluding  products  of  special 
interest  to  the  developing  countries  from  their 
offers,  during  the  final  phase  of  the  negotiations, 
by  applying  the  principle  of  reciprocity  among 
themselves ; 

(/)  The  contribution  of  the  developing  coun¬ 
tries  should  be  subject  to  the  principle  of  non¬ 
reciprocity,  this  being  understood  to  mean  that 
a  less-developed  contracting  party  should  not 
be  expected  to  make  an  offer  in  the  course  of 
trade  negotiations  incompatible  with  its  eco¬ 
nomic  development  needs,  its  financial  situation 
and  its  foreign  trade; 

(g)  Tariff  and  non-tariff  barriers  to  the  entry 
of  tropical  products  should  be  eliminated  to 
the  maximum  extent,  while  at  the  same  time — 
in  the  view  of  certain  developing  countries 
enjoying  preferences  in  the  markets  of  par¬ 
ticular  industrialized  countries — compensation 
should  be  accorded  for  the  loss  or  reduction 
of  those  preferences; 

( h )  Special  conditions  of  access  to  world 
markets  should  be  established  for  exports  of 
temperate-climate  commodities,  primarily  by 
means  of  appropriate  international  agreements. 
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The  GATT  Committee  on  Trade  and  De¬ 
velopment,  at  its  eighth  session  (January  1967), 
examined  the  progress  made  in  the  Kennedy 
Round  in  relation  to  the  interests  of  the  develop¬ 
ing  countries,  concentrating  in  particular  on: 

(а)  Application  without  phasing,  in  favour 
of  the  developing  countries,  of  all  the  conces¬ 
sions  negotiated; 

(б)  The  position  of  the  countries  signatories 
of  the  Yaounde  Convention  with  regard  to 
special  preferences. 

The  subject  of  the  application  of  concessions 
without  phasing  had  always  been  approached 
from  the  angle  of  the  products  of  special  in¬ 
terest  to  developing  countries,  on  the  basis  of 
the  most-favoured-nation  clause.  The  industrial¬ 
ized  countries  in  general  had  expressed  their 
sympathy  with  this  approach,  “in  principle”. 
At  the  above-mentioned  meeting  of  the  Com¬ 
mittee  on  Trade  and  Development,  it  was 
pointed  out  that  application  without  phasing 
on  these  lines  would  benefit  only  the  traditional 
export  products  of  developing  countries,  and 
would  be  of  little  use  in  relation  to  a  whole 
range  of  products,  particularly  manufactures, 
of  which  the  developing  countries  were  not  the 
chief  suppliers.  It  was  finally  suggested  that  all 
the  concessions  negotiated  in  the  Kennedy  Round 
should  be  subject  to  application  without  phasing, 
regardless  of  whether  a  developing  country  was 
the  principal  supplier  or  not. 

It  was  obvious  that  the  countries  benefiting 
by  the  special  preferences  which  EEC  grants 
to  the  signatories  of  the  Yaounde  Convention 
were  unwilling  to  exchange  them  for  the  pros¬ 
pect  of  a  general  system  of  preferences.  Their 
representatives  insisted  that  they  should  be 
allowed  compensation  for  the  preferences  they 
would  lose  and  a  reasonable  length  of  time  in 
which  to  make  sure  that  the  compensation 
in  question  matched  or  outweighed  the  ad¬ 
vantages  of  which  they  would  be  deprived  if 
they  renounced  the  existing  preferential  margins. 
This  not  only  affected  the  negotiations  on  the 
tariff  side,  in  respect  of  the  products  enjoying 
preferences,  but  also  undermined  the  possibility 
of  making  all  the  Kennedy  Round  concessions 
subject  to  application  without  phasing.  Nor 
were  the  countries  eligible  for  such  compensa¬ 
tion  precisely  identified. 

2.  Evaluation  of  results 

From  the  standpoint  of  the  developing  coun¬ 
tries,  and  in  relation  to  the  objectives  estab¬ 
lished,  the  final  results  of  the  Kennedy  Round 
fell  short  of  expectations.  Headway  was  made 


in  the  elimination  of  tariff  barriers,  for  some 
of  the  products  exported  by  the  developing 
countries,  but  in  all  other  respects  little  or  no 
progress  was  achieved.  In  a  joint  statement 
formulated  at  the  close  of  the  negotiations,  the 
developing  countries  recorded  exactly  the  same 
impression,  adding  that  they  were  “not  in  a 
position  to  share,  to  the  same  extent,  the  satis¬ 
faction  of  the  developed  countries  at  the  con¬ 
clusion  and  the  achievements  of  the  Kennedy 
Round”.23 

The  results  of  the  Kennedy  Round  can  be 
evaluated  according  to  different  criteria.  One 
way  would  be  merely  to  determine  the  pos¬ 
sible  effect  of  the  concessions  accorded  (in  this 
case,  tariff  concessions)  on  trade  flows;  and 
another  to  attempt  to  draw  up  a  balance  sheet, 
by  estimating,  in  accordance  with  certain  hypo¬ 
theses,  the  respective  values  of  the  concessions 
negotiated  and  of  those  on  which  agreement 
could  not  be  reached.  The  simplest  method  is 
to  show  that,  as  against  fairly  substantial  tariff 
concessions,  satisfactory  results  were  not  ob¬ 
tained  in  such  fields  as  the  reduction  and  elimi¬ 
nation  of  non-tariff  barriers,  the  abolition  of 
internal  rates  and  taxes,  the  establishment  of  con¬ 
ditions  of  free  access  to  markets  for  tropical 
products,  the  elimination  of  discriminatory  trade 
regimes,  etc.,  and  thence  to  infer  that  in  both 
quantitative  and  qualitative  terms  what  was 
not  done  far  outweighed  what  was.  In  the  future 
a  procedure  may  possibly  be  devised  whereby 
each  and  all  of  the  negative  and  positive 
features  of  the  negotiations  can  be  objectively 
evaluated. 

In  the  meantime,  to  serve  as  a  basis  for  dis¬ 
cussion  at  the  second  session  of  UNCTAD,  a 
method  of  evaluation  that  may  be  found  useful 
is  to  weight  the  tariff  reductions  fixed  for  each 
product  by  the  actual  value  of  trade  in  that  pro¬ 
duct  during  an  earlier  period,  as  has  been  done 
in  the  studies  prepared  by  the  UNCTAD  secre¬ 
tariat  and  by  GATT  itself.  If  this  method  is 
applied,  its  limitations  must  be  clearly  re¬ 
cognized,  since  it  gives  only  an  approximate 
idea  of  the  significance  of  the  tariff  cuts  nego¬ 
tiated,  and  may  lead  to  erroneous  conclusions 
respecting  their  value,  at  least  in  the  case  of 
the  developing  countries. 

Similarly  this  type  of  evaluation  gives  much 
more  weight  to  products  in  which  a  considerable 
volume  of  trade  already  exists  (whence  it  may 
be  deduced  that  no  serious  problems  are  en¬ 
countered  regarding  access  to  markets),  but  no 

23  See  “Joint  statement  by  the  developing  partici¬ 
pating  countries  in  the  Kennedy  Round  negotiations” 
(GATT/994),  Press  Release,  30  June  1967. 


32 


clear  picture  is  afforded  of  the  possible  effects 
of  the  concessions — or  lack  of  them — on  pro¬ 
ducts  for  which  the  market  is  at  present  small 
or  non-existent,  with  very  difficult  conditions  of 
access,  and  in  respect  of  which  the  developing 
countries  are  keenly  interested  in  expanding 
their  export  trade.24 

A  quantitative  evaluation  strictly  confined  to 
tariff  concessions  may  be  adequate  for  the  in¬ 
dustrial  countries,  in  view  of  the  amount  of 
products  involved  in  their  reciprocal  trade,  the 
competitiveness  of  their  industries  and  the  fact 
that  they  control  the  application  of  non-tariff 
measures  of  all  kinds,  as  well  as  transport 
facilities.  In  their  case,  the  consolidation  or 
reduction  of  a  duty,  however  modest  it  may 
seem,  represents  a  trade  opportunity. 

Where  the  developing  countries  are  concerned, 
the  true  importance  of  the  concessions  must  be 
measured  in  terms  of  the  trade  they  are  capable 
of  generating.  This  is  the  consideration  that 
really  matters,  although  its  validity  as  a  yard¬ 
stick  is  not  absolute.  Thus,  (a)  .  there  are  no 
means  of  predicting  how  far  it  will  he  possible 
to  take  real  advantage  of  the  improved  con¬ 
ditions  of  access;  ( b )  even  if  substantial  im¬ 
provements  are  achieved  in  the  field  of  tariffs, 
they  may  be  offset  or  rendered  inoperative  by 
the  maintenance  of  other  restrictions — quantita¬ 
tive  or  disguised — which  are  acquiring  steadily 
increasing  importance;  (c)  a  number  of  other 


24  A  typical  example  is  the  50  per  cent  reduction 
agreed  upon  in  the  case  of  certain  duties  which  are 
applicable  to  specific  mineral  products,  but  which  have 
been  suspended  for  some  years.  This  result  can  easily 
be  assessed  in  quantitative  terms  as  a  concession,  but  in 
actual  fact  it  does  not  represent  a  new  concession  at 
all,  since  the  duty  has  been  suspended  so  that  the  sup¬ 
ply  requirements  of  industries  in  the  developed  country 
concerned  can  be  satisfactorily  met. 

A  quantitative  evaluation  also  shows  distorted  results 
in  those  cases  where  apparently  considerable  tariff  con¬ 
cessions  are  in  practice  of  little  or  no  significance.  For 
example,  the  European  Economic  Community  levies  a 
4  per  cent  import  duty  on  fish  meal,  a  product,  of  par¬ 
ticular  interest  to  some  Latin  American  countries;  the 
50  per  cent  cut  implied  lowering  this  duty  to  2  per  cent, 
but  the  2  per  cent  reduction  will  be  effected  in  five 
annual  instalments  of  0.4  per  cent,  from  1968  to  1972. 
There  will  certainly  be  a  50  per  cent  cut,  in  line  with 
the  optimum  procedure  negotiated,  but  its  effect  on 
trade  will  not  be  exactly  spectacular.  Yet  according  to 
a  quantitative  evaluation  the  volume  of  trade  benefited 
would  amount  to  tens  of  millions  of  dollars. 

The  best  plan  would  be  to  exclude  from  any  estimate 
those  traditional  products  for  which  regular  access  to 
the  markets  of  industrialized  countries  was  already  as¬ 
sured  (regardless  of  the  incidence  of  tariff  duties),  and 
for  which  concessions  are  mainly  nominal,  and  to  in¬ 
clude  those  products  which  were  not  the  object  of  direct 
negotiation  because  their  share  in  trade  in  1964  was 
so  modest,  but  which  have  benefited  by  the  application 
of  the  most  favoured-nation  clause. 


factors  would  have  to  be  taken  into  account. 
These  include  the  extent  to  which  the  incidence 
of  the  tariff  or  the  real  protection  it  affords  is 
modified  at  the  different  stages  of  processing 
by  virtue  of  concessions  granted  in  respect  of 
the  raw  material  and  the  finished  product;  real 
or  potential  export  opportunities;  the  elasticity 
of  supply  and  demand;  competition  from  third 
countries — including  the  developed  countries 
themselves;  competition  from  synthetic  substi¬ 
tutes;  and  indirect  concessions  obtained  through 
the  most-favoured-nation  clause. 

The  evaluation  made  by  the  UNCTAD  secre¬ 
tariat25  has  the  merit  of  attempting  to  achieve 
the  fusion  of  quantitative  and  qualitative  elements 
without  which  a  mere  list  of  tariff  reductions  is 
meaningless.  It  endeavours  to  show  how  the  con¬ 
cessions  negotiated  may  improve  conditions  of 
access  to  the  developed  countries’  markets  for 
exports  from  the  developing  countries.  The 
analysis  is  focused  on  those  countries  or  areas 
(the  European  Economic  Community,  Japan,  the 
United  Kingdom  and  the  United  States)  which 
absorb  a  major  proportion  of  the  exports  in 
question.  It  is  rightly  pointed  out  that  in  the 
case  of  many  agricultural  commodities  the  elimi¬ 
nation  of  non-tariff  barriers  (quantitative  restric¬ 
tions,  internal  consumption  taxes,  variable  im¬ 
port  duties,  production  and  export  subsidies, 
etc.)  is  a  more  urgent  and  significant  objective 
than  tariff  reductions,  so  far  as  improving  con¬ 
ditions  of  access  is  concerned.  In  respect  of  the 
manufactures  and  semi-manufactures  group  (in¬ 
cluding  processed  agricultural  products) ,  atten¬ 
tion  is  drawn  to  the  gradual  escalation  of  tariff 
structures  in  the  industrial  countries  accord¬ 
ing  to  the  degree  of  processing  undergone 
by  the  product,  as  well  as  to  the  fact  that  the 
nominal  duties  on  manufactures  and  semi¬ 
manufactures  do  not  reflect  the  real  degree  of 
protection,  which  is  usually  quite  high.  Cases  in 
point  are  such  products  as  leather  goods,  cotton 
textiles,  vegetable  oils,  petroleum  products,  pre¬ 
pared  and  preserved  foods,  wood  veneers  and 
plywood,  and  rubber  manufactures,  all  of  which 
are  of  export  interest  to  developing  countries. 

The  following  are  among  the  main  con¬ 
clusions  reached  in  the  preliminary  evaluation 
prepared  by  UNCTAD. 

(a)  The  negotiations  implied  a  significant 
reduction  of  tariff  barriers  for  exports  shipped 
to  the  four  leading  markets  (EEC,  Japan,  the 
United  Kingdom  and  the  United  States) .  On  an 
average  the  tariff  cuts  exceeded  those  secured 

25  See  “The  Kennedv  Round :  preliminary  evaluation 
of  results  with  special  reference  to  developing  coun¬ 
tries”  (TD/6  and  Supplements  1,  2  and  3). 
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in  previous  tariff  negotiations,  since  in  the  case 
of  manufactured  goods  they  averaged  approxi¬ 
mately  36  per  cent.  The  operation  as  a  whole 
will  facilitate  the  expansion  of  trade  among 
industrialized  countries  and  may  indirectly  im¬ 
prove  demand  for  products  exported  by  develop¬ 
ing  countries. 

(b)  The  groups  of  products  for  which  substan¬ 
tial  tariff  reductions  were  obtained  are  character¬ 
ized  by  advanced  techniques  and  capital  inten¬ 
sity.  Where  chemical  products  are  concerned,  the 
increase  in  trade  opportunities  may  sharpen 
the  trend  towards  the  substitution  of  synthetics 
for  primary  products.  It  therefore  seems  likely 
that  unless  other  trade  policy  measures  are 
adopted  in  the  field  to  correct  such  tendencies, 
the  Kennedy  Round  will  contribute  to  a  further 
decline  in  the  developing  countries’  share  in 
world  trade. 

(c)  The  tariff  reductions  obtained  for  the 
primary  products  of  industrialized  countries 
exceeded,  on  an  average,  those  benefiting  the 
primary  products  of  developing  countries. 

(< d )  Generally  speaking,  products  of  interest 
to  the  developing  countries  were  not  accorded 
substantial  reductions,  and  in  some  cases  remain 
subject  to  quantitative  restrictions  and  other 
non-tariff  barriers. 

(e)  The  industrialized  countries  did  not  agree 
to  take  any  steps  towards  modifying  the  support 
policies  applied  in  favour  of  their  agricultural 
production,  or  the  fiscal  measures  affecting  pro¬ 
ducts  from  developing  countries. 

(/)  The  “effective  protection”  of  transforming 
industries,  although  reduced  in  some  cases,  is 
still  a  major  impediment  to  imports  of  manu¬ 
factures  and  semi-manufactures  from  developing 
countries. 

(g)  No  change  was  introduced  in  existing 
preferential  regimes  as  a  result  of  the  nego¬ 
tiations. 

( h )  No  progress  was  made  with  regard  to 
the  reduction  or  elimination  of  non-tariff  bar¬ 
riers. 

The  GATT  secretariat  evaluated  the  results 
of  the  Kennedy  Round  with  a  view  to  “assisting 
Governments  to  assess  the  significance  of  the 
reductions  on  individual  items  in  terms  of 
the  trade  involved”.26  The  analysis  covered  six 
industrial  markets  (EEC,  Japan,  Sweden,  Swit¬ 
zerland,  the  United  Kingdom  and  the  United 
States)  whose  purchases  account  for  90  per  cent 
of  the  aggregate  exports  of  the  developing  coun¬ 
tries.  A  study  was  made  of  367  tariff  items, 

26  See  GATT  documents  COM.TD/46  and  COM.TD/ 
48. 


which  embrace  almost  all  the  products  exported 
by  the  developing  countries,  excluding  cereals, 
meat  and  dairy  products.  Some  of  the  con¬ 
clusions  reached  in  connexion  with  the  seven 
commodity  sectors  analysed  are  presented  below. 

Tropical  products.  Although  real  progress  was 
made  as  a  result  of  the  negotiations,  “there  is 
no  doubt  that  the  final  results  were  below  the 
expectations  of  at  least  a  number  of  developing 
countries”.  This  outcome  is  ascribed  to  the 
maintenance  of  preferential  margins  for  a  few 
privileged  suppliers;  to  the  protection  of 
domestic  production  against  competition  from 
tropical  products;  and  to  policies  based  on 
fiscal  considerations. 

Processed  foodstuffs.  While  recognizing  that 
substantial  tariff  reductions  were  obtained,  the 
GATT  secretariat  points  out  that  many  items  in 
this  group  are  basically  subject  to  non-tariff 
restrictions  which  hinder  their  access  to  in¬ 
dustrial  markets. 

Non-ferrous  metals  and  products  thereof.  Of 
the  trade  in  respect  of  which  concessions  were 
granted,  63  per  cent  was  already  duty-free  before 
the  Kennedy  Round.  Tariff  reductions  were 
made  for  the  remainder,  but  in  many  cases  the 
application  of  the  duties  concerned  had  already 
been  suspended. 

Cotton  yarn  and  fabrics.  Tariff  cuts,  which 
were  sizable  in  some  industrial  markets,  were 
made  contingent  upon  the  maintenance  of 
the  quantitative  restrictions  established  under  the 
Long-Term  Arrangement  Regarding  Interna¬ 
tional  Trade  in  Cotton  Textiles  until  30  Septem¬ 
ber  1970. 

Clothing.  Tariff  duties  on  products  in  this 
category  varied  from  15  to  25  per  cent  ad 
valorem.  Concessions  were  obtained  for  60  per 
cent  of  this  trade,  which  now  falls  within  the 
10.1  to  20  per  cent  range. 

Other  textiles.  The  proportion  of  zero  duty 
rates  increased  from  13.5  to  58  per  cent,  mainly 
owing  to  the  concessions  granted  by  Sweden 
and  the  United  States. 

Leather  and  leather  manufactures.  In  this 
sector  the  50  per  cent  linear  cut  was  applied 
on  a  large  scale. 

3.  Factors  limiting  the  results  of  the 
Kennedy  Round 

In  the  report  of  the  GATT  Ad  Hoc  Group  on 
Assessment  of  Kennedy  Round  Results,27  men¬ 
tion  is  made  of  the  grounds  on  which  the 
developed  countries  failed  to  take  fuller  action 

27  See  GATT  document  COM.TD/49,  2  November 
1967. 
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on  particular  products  or  groups  of  products 
of  interest  to  the  developing  countries.  The 
causes  adduced,  which  to  a  large  extent  conflict 
with  the  regulations  and  objectives  already 
established  in  favour  of  the  developing  coun¬ 
tries  prior  to  the  opening  of  the  negotiations, 
may  be  summed  up  as  follows. 

(a)  Fiscal  considerations,  accounting  for  the 
maintenance  of  import  duties  and  internal  fiscal 
charges  on  tropical  products  of  interest  to 
developing  countries,  such  as  coffee,  tea,  cocoa 
and  bananas; 

( b )  Protection,  especially  for  agricultural, 
primary  and  industrial  products,  to  which  the 
duties  applied  are  progressive  according  to 
the  degree  of  processing; 

(c)  Problems  deriving  from  the  preferences 
established  in  favour  of  a  number  of  developing 
countries ; 

(d)  Problems  relating  to  the  adoption  of  non¬ 
tariff  measures  in  respect  of  products  for  which 
tariff  or  other  trade  barriers  are  not  the  prin¬ 
cipal  factor  regulating  trade.  This  point  shows 
how  seriously  limited  is  the  efficacy  of  negotia¬ 
tions  of  the  traditional  type,  including  the 
Kennedy  Round,  since  they  are  almost  entirely 
confined  to  the  tariff  sector,  in  which  the  in¬ 
dustrial  countries  have  a  strong  interest  and 
are  in  a  position  to  agree  upon  commitments; 

(e)  Joint  action,  which  made  a  great  many 
of  the  benefits  accorded  to  the  developing 
countries  conditional  upon  unanimous  agree¬ 
ment  among  the  industrialized  countries.  This 
meant  that  a  number  of  good  intentions  on 
the  part  of  one  or  a  few  of  the  latter  could 
not  bear  fruit.  For  example,  it  was  impossible 
to  secure  general  agreement  that  the  Kennedy 
Round  concessions  should  be  applied  without 
phasing  in  favour  of  the  developing  countries, 
even  in  respect  of  products  of  particular  interest 
to  them;28 

(/)  Technical  problems  stemming  from  the 
fact  that  the  tariff  nomenclatures  of  certain 
developed  countries  did  not  differentiate  between 
products  which  are  produced  in  developing 
countries  and  those  emanating  from  developed 
countries; 

(g)  Concessions  apt  to  benefit  developed 
countries  because  of  the  small  share  of  the 


28  Ten  developed  countries  (Canada,  Czechoslovakia, 
Denmark,  Finland,  Japan,  Norway,  Sweden,  Switzerland, 
the  United  Kingdom  and  the  United  States)  submitted 
lists  of  concessions  for  application  without  phasing, 
some  being  conditional  upon  parliamentary  approval 
and  others  on  similar  action  by  other  developed  coun¬ 
tries  (see  GATT  document  L/2912). 


developing  countries  in  world  trade  in  certain 
products; 

{h)  Problems  of  reciprocity  between  de¬ 
veloped  countries  and  of  negotiating  balance. 
In  some  instances,  an  item  was  excluded  from 
offers  because  the  principal  suppliers  were 
countries  not  participating  in  the  negotiations. 
This  happened  in  the  case  of  crude  petroleum 
and  to  some  extent  affected  Latin  America’s 
negotiations; 

( i )  “ Sensitive ”  products :  a  number  of  pro¬ 
ducts  of  particular  interest  to  developing  coun¬ 
tries  were  considered  to  be  “sensitive”  items 
by  certain  developed  countries. 

The  Kennedy  Round  demonstrated  the  need 
for  the  Latin  American  countries  to  co-ordinate 
their  action  more  closely  in  order  to  increase  its 
efficacy  and  strengthen  their  bargaining  power, 
as  was  recommended  at  the  meetings  of  CECLA. 
For  example,  small  as  was  the  number  of  Latin 
American  countries  that  participated  directly  in 
the  negotiations,  it  would  have  been  extremely 
useful  for  them  to  have  presented  a  consolidated 
list  of  offers,  to  be  formalized  subject  to  a 
number  of  concessions  from  the  industrialized 
countries.  This  seemed  feasible  in  the  case  of 
the  Latin  American  countries  which  had  no 
conflicting  interests.  The  examples  afforded  by 
the  European  Economic  Community  and  the 
Nordic  countries,29  among  those  in  the  in¬ 
dustrialized  group,  give  some  idea  of  how  bar¬ 
gaining  power  is  increased  when  concerted 
action  is  taken. 

4.  Results  of  the  Kennedy  Round  in  rela¬ 
tion  TO  THE  DEVELOPING  COUNTRIES  IN 

GENERAL  AND  THE  LATIN  AMERICAN  COUN¬ 
TRIES  IN  PARTICULAR 

The  significance  of  the  results  of  the  Kennedy 
Round  for  trade  among  the  industrialized  coun¬ 
tries  is  beyond  question,  but  the  negotiations 
fell  far  short  of  fulfilling  the  aims  and  meeting 
the  expectations  of  the  developing  countries  in 
general  and  the  Latin  American  countries  in  par¬ 
ticular.  This  is  especially  true  of  agricultural 
products — which  are  of  vital  importance  to  the 
developing  countries — since  most  of  the  prob¬ 
lems  affecting  them  remained  unsolved.  Owing 

29  In  the  initial  phase  of  the  Kennedy  Round,  Den¬ 
mark,  Finland,  Norway  and  Sweden  negotiated  sepa¬ 
rately,  but  in  view  of  their  lack  of  bargaining  power, 
especially  vis-a-vis  the  European  Economic  Community, 
Japan,  the  United  Kingdom  and  the  United  States,  they 
changed  their  tactics  and  negotiated  on  a  joint  basis,  as 
the  Scandinavian  Group.  The  results  of  the  tariff  con¬ 
cessions  showed  that  negotiating  en  bloc  multiplied 
their  opportunities  of  trade  expansion. 
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to  the  existence  of  discriminatory  systems  of 
preferences  and  the  support  they  obtained  from 
the  developed  countries  associated  with  such 
systems,  complete  liberalization  of  trade  in  tro¬ 
pical  products  was  not  secured.  Similarly, 
almost  the  whole  of  the  sector  comprising  tem¬ 
perate  zone  agricultural  products — mainly 
foodstuffs,  in  particular  cereals,  meat  and  dairy 
products — was  relegated  to  a  secondary  position, 
because  the  industrial  countries  failed  to  reach 
agreement  with  respect  to  the  negotiation  of 
non-tariff  concessions.  This  view  is  borne  out 
by  the  limited  scope  of  the  agreement  on  cereals, 
in  comparison  with  what  was  originally  pro¬ 
grammed,  and  the  non-ratification  of  the  meat 
agreement  between  EEC  and  the  Argentine 
Republic. 

In  the  case  of  manufactures,  and  also  in  that 
of  certain  primary  products,  the  negotiations 
were  conducted  mainly  among  the  “major  nego¬ 
tiators” — i.e.,  among  the  developed  countries 
themselves — ,  so  that  the  liberalization  measures 
benefited  chiefly  those  manufactures  and  semi¬ 
manufactures  which  constitute  a  substantial  pro¬ 
portion  of  trade  among  the  countries  in  question, 
while  many  products  of  particular  interest  to 
the  developing  countries  were  left  on  one 
side.  The  tariff  reductions  negotiated  related 
mainly  to  lines  of  production  characterized  by 
advanced  technology  or  high  degrees  of  capital- 
intensity,  i.e.,  products  that  the  great  majority 
of  the  developing  countries  are  not  in  a  position 
to  export.  The  cuts  agreed  upon  in  respect  of 
chemical  products,  which  are  also  exported 
mainly  by  the  developed  countries,  may  speed 
up  the  displacement  of  natural  by  synthetic 
products.  In  the  last  analysis,  all  this  is  liable 
to  accelerate  the  expansion  of  the  developed 
countries’  reciprocal  trade,  without  giving  the 
developing  countries  any  real  share  in  the  in¬ 
crease  achieved,  except  perhaps  in  the  case  of 
those  at  relatively  more  advanced  stages  of  eco¬ 
nomic  growth. 

Thus,  the  gains  of  the  developing  countries 
were  purely  marginal,  and  were  contingent  upon 
the  indirect  benefits  deriving  from  the  most¬ 
favoured-nation  clause.30  Although,  on  the  one 
hand,  the  concessions  granted  to  one  another 
by  developed  countries  are  also  applicable  to 
the  developing  countries,  and  in  some  instances 
may  signify  a  substantial  improvement  in  con¬ 
ditions  of  access  to  markets  and  may  enlarge 


30  This  was  the  case  of  one  Latin  American  coun¬ 
try  in  connexion  with  a  type  of  wool  it  exports  to  the 
United  States  market,  because  a  prior  agreement  had 
not  been  reached  between  the  United  States  and  Austra¬ 
lia,  its  leading  supplier. 


the  whole  export  potential  of  certain  pro¬ 
ducts,  the  value  of  many  of  the  concessions 
accorded  by  developed  countries  in  response  to 
requests  submitted  by  the  Latin  American  coun¬ 
tries,  and  by  the  developing  countries  in  general, 
is  considerably  lessened  by  the  fact  that  through 
the  most-favoured-nation  clause  they  are  auto¬ 
matically  extended  to  the  other  developed  coun¬ 
tries. 

From  the  broader  standpoint  of  the  opportuni¬ 
ties  they  afford  for  increasing  the  export 
earnings  of  the  developing  countries  through 
real  improvements  in  conditions  of  access  for 
their  products,  the  concessions  will  have  to  be 
weighed  against  the  persistence  of  non-tariff 
barriers,  the  application  of  differential  maritime 
freight  rates,  and  other  factors  hindering  access 
to  the  industrial  countries’  markets. 

The  Latin  American  countries  that  took  part 
in  the  Kennedy  Round31  have  evaluated  its 
results  by  quantifying  the  concessions  and 
weighting  them  by  the  value  of  their  exports  in 
1964.  With  a  few  exceptions,  they  are  at  one 
in  considering  that  the  concessions  obtained  for 
their  traditional  export  lines  and  the  prospects 
opened  up  for  certain  products  of  potential 
export  interest  are  favourable. 

On  the  other  hand,  from  the  standpoint  of 
real  opportunities  for  new  trade,  the  conclusion 
must  be  that  little  or  no  substantial  change 
has  been  achieved.  A  study  of  the  lists  of  con¬ 
cessions  obtained  by  Latin  American  countries 
shows  that  in  many  instances  they  are  con¬ 
centrated  in  a  few  products  currently  exported 
to  the  markets  of  the  industrialized  countries, 
so  that  tariff  reductions  or  bindings  may  exert 
no  decisive  influence  on  the  expansion  of  exports. 
Conversely,  in  the  case  of  a  number  of  products 
that  were  not  taken  into  account  in  the  direct 
negotiations  because  they  were  exported  only 
sporadically  or  in  very  small  quantities,  and 
for  which  no  evaluation  can  be  attempted 
because  no  direct  concessions  were  granted  to 
Latin  American  countries,  the  trade  potential 
of  some  developing  country  may  possibly  be 
improved  through  the  operation  of  the  most¬ 
favoured-nation  clause. 

It  can  be  asserted,  in  short,  that  the  demands 
of  the  Latin  American  countries  were  not  met 
in  respect  of:  (a)  complete  liberalization  of 
trade  in  tropical  products;  ( b )  a  substantial 
reduction  of  non-tariff  barriers  for  temperate 
zone  agricultural  products;  (c)  tariff  cuts  of  50 
per  cent  or  over  for  manufactured  goods;  (d) 

31  They  were :  Argentina,  Brazil,  Chile,  the  Dominican 
Republic,  Jamaica,  Nicaragua,  Peru,  Trinidad  and  To¬ 
bago,  and  Uruguay. 
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immediate  application  (i.e.,  without  phasing)  of 
all  the  Kennedy  Round  concessions  in  respect  of 
both  tradition  and  potential  trade;  (e)  elimi¬ 
nation  of  special  preferences,  particularly  those 
favouring  tropical  products. 

The  foregoing  is  confirmed  by  a  comparison 
of  tariff  duties  and  non-tariff  restrictions  on 
imports  of  products  of  interest  to  Latin  America 
before  and  after  the  Kennedy  Round  (see 
annex  I).  On  the  basis  of  this  comparison  and 
of  data  prepared  by  UNCTAD,  a  list  of  the 
most  important  products  of  particular  interest 
to  the  Latin  American  countries  is  also  pre¬ 
sented,  with  an  indication  in  each  case  as  to 
whether  there  has  been  a  real  improvement  in 
conditions  of  access  to  the  markets  of  the 
developed  countries  (see  table  2). 

5.  Future  action 

In  the  Charter  of  Tequendama,  the  Latin 
American  countries  set  forth  the  measures  that 
should  be  adopted  by  the  developed  countries 
in  order  to  improve  conditions  of  access  to 
their  markets  both  for  primary  products  and 
for  manufactures  and  semi-manufactures  ex¬ 
ported  by  the  developing  countries.  In  the 
Charter  of  Algiers,  the  same  group  of  countries 
urged  that  the  developed  countries  should  adopt 
a  set  of  measures  directed  towards  those  ends, 
with  emphasis  on  the  immediate  application  in 
favour  of  all  developing  countries  (i.e.,  without 
phasing)  of  the  concessions  agreed  on  during 
the  Kennedy  Round  in  respect  of  products  of 
export  interest  to  the  developing  countries;  that 
the  developed  countries  should  state  at  the 
second  session  of  UNCTAD  that  all  concessions 
agreed  on  during  the  Kennedy  Round  for  pro¬ 
ducts  of  export  interest  to  developing  countries 
would  be  extended  at  the  time  of  implementa¬ 
tion  to  all  developing  countries,  whether  or  not 
members  of  GATT,  without  reciprocity;  and 
that,  on  the  basis  of  the  evaluations  of  the 
Kennedy  Round  being  prepared  by  the  UNCTAD 
and  GATT  secretariats  and  those  prepared  by 
governments  themselves,  the  New  Delhi  Con¬ 
ference  should  identify  “all  outstanding  issues 
for  further  negotiations”.  In  these  negotiations 
all  developing  countries  should  be  allowed  to 
participate  if  they  so  desired,  and  it  should  be 
understood  that  neither  the  most-favoured-nation 
clause  nor  the  principle  of  reciprocity  should 
be  applicable  in  the  case  of  developing  coun¬ 
tries. 

In  this  context,  the  forthcoming  session  of 
UNCTAD  will  obviously  have  to  concentrate  on 
the  negotiation  of  specific  action  programmes 
covering  the  various  fields  in  which  no  definite 


progress  was  made  during  the  Kennedy  Round. 
However,  new  tariff  negotiations — at  any  rate 
of  the  type  hitherto  conducted — should  not  be 
immediately  embarked  upon,  not  only  because 
it  would  be  difficult  to  secure  the  full  co¬ 
operation  of  all  the  developed  countries  just 
after  the  close  of  such  long-drawn-out  negotia¬ 
tions  as  the  Kennedy  Round,  but  also  for  other 
reasons  connected  with  the  possible  scope  and 
coverage  of  the  new  negotiations. 

In  the  manufactures  sector,  the  potential 
adoption  of  a  system  of  general  preferences 
leaves  only  limited  room  for  new  tariff  conces¬ 
sions.  As  regards  primary  commodities,  there  is 
a  consensus  of  opinion  in  favour  of  the  com¬ 
modity-by-commodity  approach,  which  would 
make  it  possible  to  identify  in  each  individual 
case  the  nature  of  the  barriers,  their  significance 
in  relation  to  world  trade  flows,  and  the  specific 
measures  that  might  be  adopted  to  remove  them. 

An  essential  objective  of  the  New  Delhi  Con¬ 
ference  should  therefore  be  to  establish  the 
bases  or  principles  and  conditions  for  the  nego¬ 
tiation  of  these  specific  programmes,  to  deter¬ 
mine  the  time-schedule  and  procedures  for  their 
implementation,  and  to  set  up  groups  of  experts 
to  formulate,  in  accordance  with  clearly-defined 
terms  of  reference  and  within  fixed  time  limits, 
such  proposals  as  they  might  consider  relevant 
for  each  product  or  product  group  in  each  of  the 
fields  where  action  is  required. 

In  any  event,  it  would  at  least  be  necessary 
for  a  study  to  be  made — first  by  panels  of  ex¬ 
perts  and  then  through  inter-country  consulta¬ 
tions — of  the  restrictions  which  are  most  dif¬ 
ficult  to  eliminate.  In  the  case  of  agricultural 
commodities,  for  example,  consideration  should 
be  given  to  the  question  of  how  far  the  restric¬ 
tions  on  temperate  zone  products  are  maintained 
by  each  individual  developed  country  as  an 
integral  part  of  its  over-all  system  for  the  pro¬ 
tection  of  its  agriculture,  and  to  the  possibilities 
of  eliminating  or  reducing  their  incidence  on 
products  of  special  interest  to  the  developing 
countries.  The  same  procedure  might  be  followed 
with  regard  to  restrictions  affecting  industrial 
products  or  groups  of  products,  in  cases  where 
their  removal  presents  particular  difficulties. 

Similar  action  would  have  to  be  taken  in 
respect  of  the  standstill  commitment,  the  deter¬ 
mination  of  minimum  percentage  shares  for  the 
developing  countries  in  the  provision  of  supplies 
for  the  developed  countries,  the  abolition  of  dis¬ 
criminatory  preferences,  the  reduction  and  elimi¬ 
nation  of  tariff  and  non-tariff  restrictions  and  of 
internal  taxes,  etc. 
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17.01 

Beet  and  cane  sugar  (solid)  Barbados,  Cuba,  Guyana,  All,  plus  the  Soviet  Union  No  improvement  whatsoever.  All  markets  retain  either 

Dominican  Republic  combination  of  tariffs  and  quantitative  restrictions  or 

system  of  variable  levies. 
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Unmanufactured  tobacco  Dominican  Republic  United  States  Little  improvement  made.  High  tariff  barriers  still  main 

tained. 
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With  regard  to  the  removal  of  non-tariff  bar¬ 
riers,  it  should  be  recalled  that  in  a  document 
entitled  “Programme  for  Expansion  of  Interna¬ 
tional  Trade.  Obstacles  to  Trade  in  Industrial 
Products”,32  the  Director-General  of  GATT 
points  out  that  the  results  of  the  Kennedy  Round 
in  respect  of  barriers  of  this  type  against  trade 
in  industrial  products  were  relatively  modest 
in  comparison  with  those  achieved  in  the  tariff 
field,  and  notes  that  that  is  an  area  of  great 
concern,  which  may  grow  in  importance  as  the 
tariff  reductions  agreed  upon  in  the  Kennedy 
Round  are  implemented.  He  also  suggests  that 
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an  examination  of  non-tariff  barriers  should  cer¬ 
tainly  form  part  of  the  activities  of  the  work¬ 
ing  groups  proposed  by  GATT  for  individual 
sectors,  and  that  governments  should  be  invited 
to  submit  lists  of  non-tariff  restrictions  which 
they  believe  to  have  an  adverse  effect  on  their 
export  trade. 

Another  possibility  to  investigate  is  that  of 
negotiating  the  establishment  of  a  time-schedule 
or  series  of  deadlines  for  the  fulfilment  of  com¬ 
mitments  or  recommendations  designed  to  secure 
the  gradual  elimination  of  the  various  tariff  and 
non-tariff  restrictions  applied  by  the  developed 
countries  to  the  developing  countries’  export 
products. 


III.  LATIN  AMERICA  AND  THE  SECOND  SESSION  OF  UNCTAD 

A.  Objectives  of  the  second  session 


Most  of  the  problems  affecting  the  external 
sector  of  developing  countries,  and  the  inter¬ 
national  trade  and  financial  policy  measures 
for  overcoming  them,  are  already  sufficiently 
well  identified.  The  1961  Ministerial  Declara¬ 
tion,  the  1963  Programme  of  Action,  the  new 
part  IV  of  the  General  Agreement  on  Tariffs 
and  Trade  and  the  Final  Act  of  the  first  session 
of  UNCTAD  constitute  in  this  respect  a  fairly 
detailed  inventory  of  what  has  to  be  done. 

Sufficient  progress  has  been  made  in  some 
respects  to  pass  from  the  stage  of  formulating 
principles,  commitments,  recommendations  and 
general  declarations  to  the  stage  of  implement¬ 
ing  them  through  action  programmes  which 
would,  as  far  as  possible,  establish  specific 
targets  and  time-limits. 

Multilateral  negotiations  between  different 
groups  of  countries  will  be  needed  to  establish 
such  programmes.  A  fundamental  objective  of 
the  second  session  of  UNCTAD  should  therefore 
be  to  establish  the  basic  principles  and  specific 
aims  for  such  negotiations,  and  to  decide  on  a 
time  schedule  and  procedures  for  carrying  them 
out.  Little  would  be  gained  by  resuming  discus¬ 
sion  of  general  questions  of  principle,  or  by 
adopting  new  recommendations  or  endorsing 
those  already  adopted,  if  that  meant  further 
postponement  of  action.  The  question  is,  there¬ 
fore,  to  deterimne  not  what  has  to  be  done  but 
how  to  do  it. 

It  is  not  feasible  to  do  this  in  all  the  areas 
covered  by  the  agenda  for  the  second  session  of 
UNCTAD,  since  in  some  insufficient  progress 
has  been  made  in  the  preparation  of  specific 


proposals,  even  though  the  nature  of  the  prob¬ 
lems  has  been  identified.  The  objectives  of  the 
second  session  of  UNCTAD  are  more  limited 
in  those  fields,  because  the  action  to  be  under¬ 
taken  needs  to  be  studied  in  greater  depth  and 
discussed  more  fully  before  specific  negotiations 
can  be  undertaken.  Consideration  should  be 
given  at  the  session  to  the  advisability  of  estab¬ 
lishing  groups  of  experts  to  carry  out  such 
studies  and  prepare  reports,  within  a  given  time¬ 
limit  and  in  accordance  with  fairly  specific 
terms  of  reference,  containing  suggestions  re¬ 
garding  the  type  of  action  needed,  for  sub¬ 
sequent  consideration  by  government  representa¬ 
tives  in  UNCTAD  with  a  view  to  negotiating 
specific  measures  or  programmes  of  action. 

The  best  course  in  some  cases  would  be  to 
establish  consultation  machinery  rather  than  ac¬ 
tion  programmes — e.g.,  with  regard  to  proce¬ 
dures  for  applying  escape  clauses — ,  or  to  draw 
up  international  agreements  laying  down  mini¬ 
mum  requirements  in  respect  of  standards  of 
hygiene,  quality,  brands,  containers,  etc.,  and 
setting  up  arbitration  tribunals  to  consider 
claims  in  respect  of  non-observance  of  those 
regulations. 

As  regards  primary  commodities,  for  exam¬ 
ple,  there  is  no  doubt  that  the  work  of  the  second 
session  of  UNCTAD  in  connexion  with  trade 
liberalization  should  not  be  confined  to  general 
recommendations.  A  more  realistic  approach 
that  might  yield  immediate  results  would  be  to 
demarcate  certain  aspects  of  the  general  ques¬ 
tion  of  liberalization — e.g.,  tariff  restrictions 
and  internal  taxes  on  imports  of  tropical  com¬ 
modities — ,  and  request  a  group  of  experts  or 
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the  UNCTAD  secretariat  to  work  out  specific 
proposals  for  the  reduction  or  elimination  of 
those  restrictions  and  taxes.  It  would  have  to 
be  understood  that  the  proposed  solutions  would 
be  negotiated  on  a  certain  date.  A  similar  proce¬ 
dure  might  be  adopted  in  the  case  of  temperate 
zone  commodities,  for  which  the  problem  of 
trade  liberalization  is  linked  to  that  of  the 
developed  countries’  existing  protectionist  poli¬ 
cies;  therefore,  the  most  feasible  solution 
seems  to  be  to  negotiate  commitments  guaran¬ 
teeing  a  minimum  participation  in  the  markets 
of  developed  countries  and  in  future  increases 
in  consumption. 

There  are  various  precedents  which  demon¬ 
strate  the  advantages  of  following  this  course. 
For  example,  with  regard  to  the  establishment 
of  a  preferential  system  in  favour  of  exports 
of  manufactures  and  semi-manufactures  from 
developing  countries,  although  the  Group  on 
Preferences  of  the  UNCTAD  Committee  on 
Manufactures  clarified  many  aspects  of  the  prob¬ 
lem,  no  specific  proposals  were  put  forward 
until  a  small  group  of  government  representa¬ 
tives  assumed  the  task  of  preparing  them.  Sup¬ 
plementary  financing  offers  another  example. 
At  the  request  of  the  Secretary-General  of 
UNCTAD,  the  International  Bank  for  Recon¬ 
struction  and  Development  prepared  a  project 
for  discussion  by  the  Trade  and  Development 
Board  and  eventual  negotiation  at  the  second 
session  of  UNCTAD. 

At  the  fifth  session  of  the  Trade  and  Develop¬ 
ment  Board  there  was  general  agreement  on  the 
objectives  of  the  second  session  of  UNCTAD, 
and  the  various  agenda  items  were  grouped  in 
three  main  categories:  (a)  items  which  simply 
provide  information  for  the  Conference  (trade 
trends  and  a  review  of  the  general  economic 
situation  of  the  developing  countries,  progress 
achieved  in  implementing  the  previous  recom¬ 
mendations,  etc.)  ;  ( b )  items  for  which  specific 
measures  could  be  adopted,  since  they  have  al¬ 
ready  been  sufficiently  discussed;  (c)  subjects 
on  which  a  similar  degree  of  understanding  has 
not  been  reached  and  for  which  the  type  of 
studies  and  research  required  to  support  specific 
proposals  for  action  needs  to  be  defined.  This 
division  does  not  imply  any  criteria  with  regard 


to  priority,  but  is  simply  meant  as  a  practical 
means  of  enabling  the  Conference  to  concentrate 
on  areas  in  which  concrete  results  may  be  ex¬ 
pected. 

As  a  result  of  this  grouping  of  topics,  the 
President  of  the  Trade  and  Development  Board, 
at  its  fifth  session,  was  able  to  stress  the  desir¬ 
ability  of  distinguishing  the  main  “centres  of 
gravity”  or  “points  of  crystallization”  of  the 
coming  Conference.  He  said  that  in  the  primary 
commodities  sector  there  had  been  general  agree¬ 
ment  that  international  action  could  be  success¬ 
ful  only  by  means  of  a  commodity-by-com¬ 
modity  approach.  This  was  true  not  only  of  the 
negotiation  of  international  commodity  agree¬ 
ments  or  arrangements,  but  also  of  the  conclu¬ 
sion  of  other  agreements  such  as  those  relating 
to  trade  liberalization,  the  creation,  operation 
and  financing  of  buffer  stocks,  and  programmes 
for  the  diversification  of  production  and  ex¬ 
ports.  However,  this  approach  did  not  imply,  in 
principle,  that  consideration  should  not  also  be 
given  to  the  guiding  principles  of  commodity 
trade  policy  as  a  whole. 

He  said  that  progress  had  been  made  in 
discussing  a  system  of  preferences  for  exports 
of  manufactures  and  semi-manufactures  from 
developing  countries.  Consideration  of  this  sub¬ 
ject  should  lead  to  agreement  because  the  de¬ 
veloped  countries  were  prepared  to  present  the 
main  outlines  of  such  a  scheme  of  preferences  in 
favour  of  the  developing  countries.  In  this  re¬ 
gard,  he  thought  it  advisable  to  draw  up  an 
over-all  balance-sheet  of  the  results  of  the 
Kennedy  Round  in  order  to  determine  the  extent 
and  effects  of  the  concessions  established  for 
exports  from  developing  countries,  and  the 
progress  still  to  be  made  in  respect  of  tariff 
and  non-tariff  barriers. 

As  regards  financing,  he  said  that  the  Inter- 
Governmental  Group  appointed  to  examine  the 
proposals  of  the  International  Bank  had  made 
considerable  headway  in  its  discussions  and  had 
been  authorized  to  report  its  findings  direct  to 
the  Conference.  It  was  not  unreasonable  to  hope, 
therefore,  that  the  Group  would  be  able  to  sub¬ 
mit  a  draft  for  negotiation  at  the  coming 
UNCTAD  session. 


B.  Commodity  problems  and  policies 


1.  Improvement  of  conditions  of  access  to 

MARKETS 

The  problems  discussed  in  the  present  section 
and  the  suggestions  put  forward  for  solving 
them  converge  upon  a  single  point:  the  improve¬ 
ment  of  conditions  of  access  to  the  markets 
of  the  developed  countries  for  the  developing 


countries’  commodity  exports.  At  its  first  ses¬ 
sion,  UNCTAD  unanimously  adopted  a  balanced 
set  of  recommendations  (see  the  Final  Act,  an¬ 
nex  A.II.l)  whose  ultimate  objective  is  to  en¬ 
sure  such  an  improvement  in  conditions  of  ac¬ 
cess.  According  to  the  first  of  these,  “no  new 
tariff  or  non-tariff  barriers  should  lie  created 
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(or  existing  barriers  increased)  by  developed 
countries  against  imports  of  primary  products 
of  particular  interest  to  developing  countries” 
(standstill)  ;  then  come  measures  designed  to 
secure  fuller  liberalization  of  trade  through  the 
reduction  and  elimination  of  customs  charges, 
internal  charges  and  revenue  duties,  and  quanti¬ 
tative  restrictions;  lastly,  attention  is  drawn  to 
the  various  types  of  international  commodity 
arrangements  that  can  be  made  and  to  the  impor¬ 
tance  of  their  role  as  appropriate  instruments 
for  promoting  the  expansion  of  trade  and  in¬ 
creasing  the  export  earnings  of  the  developing 
countries.  Furthermore,  the  new  part  IV  of  the 
General  Agreement  on  Tariffs  and  Trade  estab¬ 
lishes  similar  commitments,  particularly  in  ar¬ 
ticle  XXXVII,  which  stipulates  that  “the  de¬ 
veloped  Contracting  Parties  shall  to  the  fullest 
extent  possible — that  is,  except  when  compelling 
reasons,  which  may  include  legal  reasons,  make 
it  impossible —  ...  (a)  accord  high  priority  to 
the  reduction  and  elimination  of  barriers  to 
products  currently  or  potentially  of  particular 
export  interest  to  less-developed  Contracting 
Parties,  including  customs  duties  and  other  re¬ 
strictions  which  differentiate  unreasonably  be¬ 
tween  such  products  in  their  primary  and  in 
their  processed  forms;  (6)  refrain  from  intro¬ 
ducing,  or  increasing  the  incidence  of,  customs 
duties  or  non-tariff  import  barriers  on  products 
currently  or  potentially  of  particular  export 
interest  to  less-developed  contracting  parties; 
and  (c)  (i)  refrain  from  imposing  new  fiscal 
measures,  and  (ii)  in  any  adjustments  of  fiscal 
policy  accord  high  priority  to  the  reduction  and 
elimination  of  fiscal  measures  which  would 
hamper,  or  which  hamper,  significantly  the 
growth  of  consumption  of  primary  products, 
in  raw  or  processed  form,  wholly  or  mainly 
produced  in  the  territories  of  less-developed 
Contracting  Parties,  and  which  are  applied 
specifically  to  those  products”. 

Article  XXXVII  also  establishes  a  consulta¬ 
tion  procedure  (not  so  far  brought  into  opera¬ 
tion)  to  be  applied  whenever  it  is  considered 
that  effect  is  not  being  given  to  any  of  the 
foregoing  provisions.  Subsequently,  article 
XXXVIII  adds  that  “the  Contracting  Parties 
shall  collaborate  jointly,  within  the  framework 
of  this  Agreement  and  elsewhere,  as  appropriate, 
to  further  the  objectives  set  forth”,  and  that 
they  shall,  in  particular,  “where  appropriate, 
take  action,  including  action  through  interna¬ 
tional  arrangements,  to  provide  improved  and 
acceptable  conditions  of  access  to  world  markets 
for  primary  products  of  particular  interest  to 
less-developed  Contracting  Parties  and  to  devise 


measures  designed  to  stabilize  and  improve  con¬ 
ditions  of  world  markets  in  these  products, 
including  measures  designed  to  attain  stable, 
equitable  and  remunerative  prices  for  exports 
of  such  products”. 

Thus,  the  UNCTAD  recommendations  and  the 
above-mentioned  commitments  assumed  by  the 
Contracting  Parties  of  GATT  are  at  one  in  ac¬ 
cording  high  priority  to  problems  relating  to  the 
improvement  of  conditions  of  access  to  markets, 
which  is  the  key  objective  of  commodity  policy. 
Nevertheless,  no  significant  progress  has  been 
made  in  the  implementation  of  these  recom¬ 
mendations  and  commitments;  on  the  contrary, 
in  many  cases  measures  have  been  adopted 
which  manifestly  violate  both  the  spirit  and  the 
letter  of  the  provision  concerned,  and  which 
therefore  represent  a  retrogression  in  market 
access  conditions.  Hence  it  is  understandable 
that  the  Declaration  of  the  Presidents  of 
America  should  again  raise  the  question  of  im¬ 
proving  conditions  of  access  to  the  markets  of 
developed  countries,  echoing  the  terms  of  the 
recommendations  and  commitments  already 
adopted  in  other  discussion  centres,  such  as 
UNCTAD  and  GATT,  and  re-emphasizing  the 
imperative  need  to  put  those  recommendations 
and  commitments  into  effect. 

Furthermore,  the  Charter  of  Tequendama,  like 
that  of  Algiers,  reaffirms  the  importance  attached 
by  the  developing  countries  to  the  solution  of 
market  access  problems.  In  the  Charter  of 
Tequendama,  the  subject  of  commodity  prob¬ 
lems  and  policies  is  introduced  by  a  statement 
to  the  effect  that  “for  the  developing  countries 
it  is  essential  that,  in  the  discussions  and  nego¬ 
tiations  held  at  the  second  UNCTAD,  the  highest 
priority  should  be  given  to  improving  the  con¬ 
ditions  of  access  for  the  commodities  which  they 
export  to  the  developed  market  economy  coun¬ 
tries  and  to  the  centrally-planned  economy  coun¬ 
tries”.  The  text  goes  on  to  suggest  various  meas¬ 
ures  which  the  countries  members  of  the  Special 
Committee  on  Latin  American  Co-ordination 
consider  to  be  of  basic  importance  in  that  con¬ 
nexion.  They  cover,  inter  alia,  effective  observ¬ 
ance  of  the  standstill  committment ;  the  adoption 
of  a  programme  of  tariff  and  non-tariff  liberali¬ 
zation  and  of  programmes  to  discourage  uneco¬ 
nomic  production,  in  the  developed  countries, 
of  products  which  compete  with  products  origi¬ 
nating  from  the  developing  countries,  through 
the  abolition  of  subsidies  for  the  production  and 
export  of  such  competing  products,  and  to 
secure  total  elimination  by  the  developed  coun¬ 
tries  of  domestic  taxes  and  fiscal  surcharges 
applied  to  products  of  interest  to  the  developing 
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countries;  and  provisions  to  guarantee  the 
developing  countries  a  minimum  share  in  the 
market  of  the  developed  countries. 

The  terms  of  the  Charter  of  Tequendama  go 
beyond  the  mere  reiteration  by  the  Latin  Ameri¬ 
can  countries  of  general  recommendations  as  to 
the  various  measures  that  should  be  adopted  by 
the  developed  countries  in  order  to  improve 
conditions  of  access  to  their  markets  for  primary 
products  (including  those  in  processed  and  semi- 
processed  form)  from  the  developing  countries. 
Stress  is  laid  on  the  need  for  programmes  to 
be  adopted  and  consultation  procedures  estab¬ 
lished  at  the  second  session  of  UNCTAD  with 
the  aim  of  ensuring  the  effective  implementation 
of  such  measures.  On  the  other  hand,  it  will 
obviously  be  impossible,  save  in  a  very  few  ex¬ 
ceptional  cases,  for  the  Conference  to  embark 
upon  negotiations  concerning  the  specific  forms 
the  measures  in  question  should  take.  The  for¬ 
mulation  of  concrete  programmes  of  action  in 
each  field  will  entail  multilateral  negotiations, 
which,  if  they  are  to  be  effective,  should  in  prin¬ 
ciple  be  conducted  product  by  product,  or  at 
least  at  the  level  of  groups  of  products. 

As  has  already  been  suggested,  the  basic  ob¬ 
jective  of  the  second  session  of  UNCTAD  should 
rather  be  to  reach  agreement  on  the  bases  and 
scope  of  such  negotiations,  on  the  appropriate 
time  and  forum  for  conducting  them,  and  on 
the  establishment  of  groups  of  experts  to  draw 
up,  in  accordance  with  the  terms  of  reference 
formulated  and  within  fixed  time  limits,  such 
specific  proposals  as  they  may  deem  apposite 
in  respect  of  each  product  or  group  of  products 
in  each  of  the  fields  where  action  is  called  for. 
These  proposals  would  then  serve  as  a  basis  for 
the  multilateral  negotiations  referred  to  above. 

This  product-by-product  approach,  which  is 
in  line  with  the  consensus  of  opinion  at  the 
fifth  session  of  the  Trade  and  Development 
Board,33  has  undeniable  merits.  First,  it  makes 
it  possible  to  identify  the  nature  of  the  barriers 
in  each  case,  and  to  determine  their  relative 


33  In  his  final  statement  at  the  session,  the  President 
of  the  Board,  referring  to  the  “centres  of  gravity”  or 
“points  of  crystallization”,  said:  “In  the  primary  com¬ 
modities  sector  there  has  been  general  agreement  that 
international  action  can  be  successful  only  by  means  of 
a  commodity-by-commodity  approach  .  .  .  The  very  broad 
support  for  the  commodity-by-commodity  approach  does 
not,  however,  appear  to  imply  any  opposition  in  princi¬ 
ple  to  the  idea  that  matters  relating  to  international 
commodity  policy  should  also  be  examined  from  the 
standpoint  of  general  guidelines.  This  is  true,  for  ex¬ 
ample,  of  the  functions,  operation  and  financing  of 
buffer  stocks  .  .  .  ,  market  stabilization  techniques,  price 
policies,  etc.” 


importance  in  world  trade  flows  and  the  specific 
measures  that  might  be  adopted  to  remove  them, 
thus  reducing  to  its  true  proportions  a  task 
which  would  otherwise  appear  too  complex. 
Secondly,  it  eliminates  the  over-all  approaches 
and  recommendations  which,  as  has  been  seen, 
remain  mere  generalizations,  and  in  essence 
make  no  new  contribution  to  the  solution  of 
the  problems  in  hand. 

As  regards  the  negotiation  of  international 
agreements,  it  was  recognized  many  years  ago 
that  the  product-by-product  approach  is  the 
only  method  capable  of  producing  satisfactory 
results,  in  view  of  the  diversity  of  the  charac¬ 
teristics  and  market  problems  of  the  individual 
products  concerned.  In  extending  the  same  pro¬ 
cedure  to  other  aspects  of  commodity  trade,  it 
should  be  borne  in  mind  that  although  the 
product-by-product  method  is  very  useful  at  the 
stage  of  identifying  problems  and  discussing; 
possible  measures  (for  example,  in  the  field  of 
liberalization  of  conditions  of  access),  several 
products  could  be  dealt  with  at  once  in  the 
negotiation  process,  which  would  otherwise  be¬ 
come  unduly  complicated  and  long-drawn-out. 

In  the  following  sections  suggestions  are  put 
forward  as  to  some  of  the  specific  forms  of 
action  that  might  be  considered  either  in  the 
discussion  of  programmes  at  the  second  session 
of  UNCTAD,  or  by  the  expert  groups,  or  in  the 
course  of  multilateral  negotiations  on  detailed 
methods  of  ensuring  the  effective  implementation 
of  commitments  in  the  main  fields  where  steps 
must  be  taken  to  improve  conditions  of  access, 
namely:  the  standstill  commitment;  determina¬ 
tion  of  the  developing  countries’  minimum  per¬ 
centage  shares  in  supplies  for  the  developed 
countries;  reduction  and  elimination  of  tariff 
and  non-tariff  restrictions  and  of  internal  taxes; 
and  abolition  of  discriminatory  preferences. 

2.  Standstill 

The  various  standstill  recommendations  and 
commitments  accepted  by  the  developed  coun¬ 
tries  are  of  great  importance  in  relation  to  the 
volume  of  exports  of  the  developing  countries, 
since  their  aim  is  to  obviate  the  risk  that 
through  the  tightening-up  of  existing  restrictions 
or  the  erection  of  new  barriers  the  share  of  the 
developing  countries’  products  in  their  tradi¬ 
tional  markets — normally  those  of  the  indus¬ 
trialized  countries — may  be  reduced.  At  the 
same  time,  the  fulfilment  of  this  aim  is  a  point 
of  departure  for  the  pursuit  of  another,  broader 
objective:  that  of  improving  conditions  of  access- 
to  the  markets  in  question  through  the  reduction 
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or  elimination  of  the  various  existing  types  of 
barriers. 

Nevertheless,  many  instances  could  be  cited 
in  which  developed  countries  have  adopted  or 
are  thinking  of  adopting34  policies  and  measures 
which  are  at  variance  with  both  the  letter  and 
the  spirit  of  the  standstill  recommendations  and 
commitments.  The  countries  concerned  may  be 
seeking  to  afford  their  domestic  production  a 
higher  degree  of  protection,  or  to  increase  their 
degree  of  self-sufficiency  and  collect  fiscal  reve¬ 
nue,  or  to  defend  their  balance-of-payments 
position,  or  again  to  increase  their  own  share 
in  the  world  market  by  displacing  the  non- 
subsidized  exports  of  the  developing  countries. 
Broadly  speaking,  it  is  fair  to  say  that,  in  prac¬ 
tice,  recent  years  have  witnessed  a  setback  rather 
than  an  improvement  in  the  conditions  of  access 
for  primary  commodities  to  the  markets  of  the 
developed  countries,  particularly  in  the  case  of 
certain  products,  such  as  sugar,  meat  and  wheat. 

Of  greater  importance,  however,  is  the  fact 
that  an  analysis  of  the  scope  of  the  standstill 
commitment  and  of  the  difficulties  of  checking, 
in  many  cases,  whether  it  has  or  has  not  been 
complied  with,  suggests  the  need  for  an  exact 
definition  of  its  objectives  in  terms  not  only  of 
measures  but  also  of  the  desired  effects  or  re¬ 
sults,  and  for  the  establishment  of  implementa¬ 
tion  machinery  that  would  ensure  the  achieve¬ 
ment  of  the  results  in  question.  This  need  arises 
not  only  because  under  the  present  terms  of 
the  provisions  their  objectives  are  not  properly 
defined,  but  also  because  the  conclusion  to  be 
drawn  from  such  an  analysis  is  that  even  if  the 
commitment  as  it  stands  were  effectively  ful¬ 
filled,  it  would  not  suffice  to  enable  the  devel¬ 
oping  countries’  exports  to  maintain  their  foot¬ 
hold  in  their  traditional  markets  and  their  share 
in  future  consumption  increments  in  the  markets 
concerned. 

The  share  of  temperate  zone  agricultural  com¬ 
modities  and  some  mineral  products  is  in  fact 
being  adversely  affected  and  showing  signs  of 
diminishing — even  without  the  establishment  of 
new  barriers  or  increases  in  the  incidence  of 
those  already  existing — not  only  as  a  result 
of  the  restrictions  in  force,  but  also  owing  to 
the  competition  put  up  by  similar  exports  from 


34  Cases  in  point  are  afforded  by  several  bills  sub¬ 
mitted  for  consideration  to  the  United  States  Congress, 
under  the  terms  of  which  quantitative  restrictions  would 
be  established,  or  the  incidence  of  some  already  in 
force  would  be  increased,  on  imports  of  various  prod¬ 
ucts  of  special  interest  to  developing  countries.  How¬ 
ever,  the  President  of  the  United  States  has  declared 
his  intention  to  veto  the  corresponding  law  or  laws 
should  Congress  pass  the  bills  in  question. 


other  developing  countries,  supported  sometimes 
by  subsidies  for  domestic  production  designed 
to  secure  a  higher  rate  of  self-sufficiency,  and 
sometimes  by  a  cut-price  policy  deliberately  ap¬ 
plied  with  a  view  to  cornering  markets. 

In  the  case  of  tropical  agricultural  products, 
the  problem  assumes  a  different  guise.  The  ex¬ 
pansion  of  exports  of  most  tropical  products  is 
hampered  by  the  existence  of  internal  taxes  and 
surcharges— at  both  the  national  and  local 
levels — in  the  developed  countries,  which  some¬ 
times  push  up  final  consumer  prices  unduly,  and 
thus  discourage  the  growth  of  total  consumption. 
Furthermore,  the  maintenance  of  such  taxes  and 
surcharges  largely  cancels  out  the  effect  of  the 
tariff  reductions  obtained  for  some  of  these 
products  in  the  Kennedy  Round.  In  some  in¬ 
stances,  too,  this  over-pricing  at  the  level  of 
the  consumer  sways  consumption  habits  in  the 
direction  of  substitute  products. 

Again,  the  agreements  whereby  certain  devel¬ 
oping  countries  or  groups  of  countries  enter 
into  association  with  the  European  Economic 
Community,  and  their  gradual  extension  to  other 
developing  countries  in  specific  areas  (a  ten¬ 
dency  which  would  gain  a  good  deal  of  additional 
impetus  should  the  United  Kingdom  join  EEC), 
afford  the  countries  in  question  preferential  con¬ 
ditions  of  access  and  violate  the  spirit  of  the 
standstill  commitment,  inasmuch  as  discrimina¬ 
tion  against  “third  countries”,  particularly  those 
of  Latin  America,  is  intensified,  with  the  con¬ 
sequent  deterioration  in  conditions  of  access  to 
the  Community’s  market  for  the  products  of 
those  countries. 

In  addition,  the  possibilities  of  effective  im¬ 
plementation  of  the  standstill  recommendation, 
as  formulated  at  present,  are  circumscribed  by 
the  difficulties  of  applying  viable  and  objective 
criteria  in  every  case  to  determine  what  should 
be  understood  by  new  barriers  (or  increases  in 
the  incidence  of  those  already  existing)  against 
exports  from  the  developing  countries,  especially 
in  situations  such  as  have  arisen  and  still  are 
arising  in  the  European  Economic  Community. 
The  countries  members  of  the  Community,  in 
forming  their  Common  Market,  have  to  replace 
their  national  tariffs  and  regulations  in  respect 
of  imports  from  third  countries,  and  other  pro¬ 
visions  relating  to  the  protection  of  their  do¬ 
mestic  production — -especially  agricultural  pro¬ 
duction—,  by  common  tariffs  and  regulations. 
In  these  circumstances,  the  problem  is  to  de¬ 
termine  whether  the  effect  of  these  new  common 
tariff  barriers  and  regulations  is  or  is  not  more 
restrictive  than  that  of  the  internal  provisions 
they  supersede.  This  difficulty  will  come  to  the 
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fore  again  should  the  United  Kingdom,  or  any 
other  new  member,  join  the  Community. 

There  is  good  reason  to  believe  that  in  this 
process  of  formation  of  the  Common  Market  the 
degree  of  protection  accorded  to  agriculture 
tends  to  be  fixed  in  relation  to  the  costs  of  the 
Community’s  least  efficient  producers.  If  this  is 
in  fact  the  case,  the  common  external  tariff,  and 
other  measures  in  support  of  domestic  produc¬ 
tion  forming  part  of  EEC’s  common  agricultural 
policy,  are  likely  to  have  a  more  restrictive 
effect  than  some  of  the  former  national  tariffs 
and  other  measures.  This  is  particularly  ap¬ 
parent  in  the  case  of  products  subject  to  a  system 
of  variable  import  duties,  since  such  duties 
absorb  any  difference  that  may  exist  between 
world  market  quotations  and  prices  on  the  EEC 
market,  which,  for  several  of  the  products 
traditionally  exported  by  some  Latin  American 
countries,  have  been  set  fairly  high.  By  virtue 
of  this  measure  and  others  adopted  to  support 
domestic  production,  EEC’s  common  agricul¬ 
tural  policy  not  only  makes  for  greater  self- 
sufficiency  on  the  Community’s  part,  but  also 
encourages  the  creation  or  expansion  of  ex¬ 
portable  surpluses,  whose  external  sales  pros¬ 
pects  are  guaranteed  or  enhanced  by  the  pro¬ 
visions  of  regulation  25  concerning  export 
subsidies. 

Clearly,  then,  for  effective  implementation  of 
the  standstill  clause  a  mere  commitment  to  re¬ 
frain  from  erecting  new  barriers  or  increasing 
the  incidence  of  those  already  existing  is  not 
enough.  A  body  of  multilaterally-negotiated 
measures  is  called  for,  whose  expressly-defined 
purpose  is  to  guarantee  that  there  will  be  no 
deterioration  in  conditions  of  access  to  the  de¬ 
veloped  countries’  markets  for  products  exported 
by  the  developing  countries.  In  this  connexion, 
the  Charter  of  Tequendama  points  out  that  one 
of  the  objectives  of  the  second  session  of 
UNCTAD  should  be  to  secure  an  undertaking 
on  the  part  of  the  developed  countries  to  abolish, 
by  31  December  1968  at  latest,  all  tariff  and 
non-tariff  restrictions  adopted  subsequently  to 
the  signing  of  the  Final  Act  of  the  first  session 
of  UNCTAD.  This  is  simply  a  way  of  reaffirm¬ 
ing  the  need  for  the  standstill  recommendation 
to  be  implemented  on  the  basis  of  the  situation 
existing  prior  to  mid-1964,  as  obviously  ought 
to  be  the  case.  What  is  further  required  is  a 
precise  declaration  that  the  object  of  abolishing 
such  restrictions  is  to  restore  the  developing 
countries’  former  share  in  the  various  markets 
of  the  developed  countries.  Thus,  compliance 
with  the  standstill  recommendation  would  be 
determined  not  so  much  by  the  clear  recognition 


that  measures  and  policies  adopted  by  the  devel¬ 
oped  countries  constituted  tariff  or  non-tariff 
barriers  as  by  the  impact  of  those  measures  and 
policies  on  the  exports  of  the  developing 
countries. 

3.  Assurance  of  a  minimum  share  in  the 

MARKETS  OF  THE  DEVELOPED  COUNTRIES 

Both  the  Charter  of  Tequendama  and  the 
Charter  of  Algiers  underline  the  need  to  guar¬ 
antee  the  developing  countries  a  minimum  share 
in  the  developed  countries’  markets,  i.e.,  to  en¬ 
sure  that  the  latter  allocate  to  the  former  a 
fixed  percentage  of  their  consumption,  in  the 
case  of  products  of  developing  countries  which 
compete  with  the  domestic  production  of  the 
developed  countries.  This  could  be  achieved, 
as  the  Charter  of  Tequendama  indicates,  through 
undertakings  on  the  part  of  the  developed  coun¬ 
tries  to  set  ceilings  on  self-sufficiency,  or  to 
make  certain  purchases,  both  under  interna¬ 
tional  commodity  agreements  or  arrangements 
and  through  other  means.  In  any  case,  a  sub¬ 
stantial  percentage  share  of  any  increase  in 
domestic  demand  for  primary  commodities  in 
the  developed  countries  should  be  reserved  for 
the  output  of  the  developing  countries.  Measures 
of  one  or  other  of  these  types  would  constitute 
means  of  guaranteeing  that  conditions  of  access 
to  markets  would  not  be  less  favourable  than 
those  existing  at  the  time  of  the  first  session 
of  UNCTAD,  and  would  therefore  be  suitable 
instruments  for  putting  the  standstill  recom¬ 
mendation  into  effect. 

These  minimum  percentage  shares  in  importer 
markets,  or  the  importer  countries’  maximum 
rates  of  self-sufficiency,  like  purchase  under¬ 
takings,  could  be  established  only  through  mul¬ 
tilateral  negotiations  which,  as  pointed  out  in 
the  Charter  of  Algiers,  would  have  to  follow 
the  product-by-product  and  country-by-country 
procedure;  to  that  end,  the  bases  for  such 
negotiations  should  be  discussed  and  agreed 
upon  at  the  second  session  of  UNCTAD, 
together  with  the  question  of  a  suitable  occasion 
and  forum  for  conducting  them. 

As  already  explained,  the  product-by-product 
and  country-by-country  approach  is  necessitated 
by  the  wide  range  of  situations  to  be  found 
in  the  world  commodity  market.  This  negotia¬ 
tion  procedure,  which  seems,  moreover,  to  be 
the  most  appropriate  method  of  tackling  other 
Community  trade  problems  as  well  (especially 
that  of  improving  conditions  of  access  for  pri¬ 
mary  products  to  the  markets  of  the  developed 
countries),  has  the  additional  merit  of  reducing 
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to  its  true  proportions  a  task  which  would  other¬ 
wise  seem  too  complex.  In  the  case  under  con¬ 
sideration — the  establishment  of  minimum  per¬ 
centage  shares  in  the  developed  countries’ 
markets  for  products  from  developing  countries, 
or,  alternatively,  the  setting  of  ceilings  on  self- 
sufficiency  in  the  developed  countries — ,  product- 
by-product  negotiations  will  make  it  easier  to 
demarcate  the  area  of  the  problems  that  must 
be  solved  in  order  to  reach  the  desired  goal. 

The  question  of  assuring  exports  from  the 
developing  countries  a  specific  share  in  the  de¬ 
veloped  countries’  markets  does  not,  of  course, 
arise  in  the  case  of  commodities  wholly  or 
mainly  produced  by  the  developing  countries, 
and  faced  by  no  competition  from  synthetic 
or  substitute  products  (although  the  volume 
of  exports  of  such  commodities  may  be,  and 
in  some  cases  is,  affected  by  the  application 
of  customs  duties,  internal  taxes  or  other  re¬ 
strictions,  as  well  as,  in  the  case  of  specific 
countries,  by  the  preferential  treatment  granted 
to  others).  But  it  represents  a  very  real  difficulty 
for  products  subject  to  such  competition,  as  well 
as  for  those  produced  both  by  developed  and 
by  developing  countries. 

In  respect  of  commodities  produced  mainly 
by  developing  countries  but  facing  competition 
from  synthetic  products,  the  problem  of  guaran¬ 
teeing  them  a  minimum  share  in  the  developed 
countries’  markets  arises  in  so  far  as  the  do¬ 
mestic  policies  of  the  developed  countries, 
through  tax  or  other  incentives,  encourage  in¬ 
creased  consumption  of  substitutes  or  alterna¬ 
tives,  at  the  expense  of  the  product  exported 
by  developing  countries.  The  fact  that  most  sub¬ 
stitutes  or  alternatives  for  natural  products  are 
of  industrial  origin  (synthetic  rubber  and  fibres, 
plastics,  etc.)  imparts  a  special  character  to 
the  replacement  process,  since  it  would  be  un¬ 
reasonable  to  expect  the  industrialized  countries 
to  adopt  measures  which  are  in  any  way  likely 
to  discourage  technological  research  and  dis¬ 
coveries.35  On  the  other  hand,  there  can  be  no 

35  However,  at  the  first  session  of  UNCTAD  it  was 
recommended  “that  countries,  particularly  developed 
countries,  should  avoid  giving  special  encouragement  to 
the  production  of  new  synthetics  which  may  displace 
other  natural  products  and  to  additional  investment  in 
the  production  of  synthetic  materials  competing  with 
the  natural  products  exported  by  the  developing  coun¬ 
tries,  especially  when  such  investment  can  be  employed 
more  effectively  in  other  fields  ’ ;  and  that  in  excep¬ 
tional  cases  requiring  a  departure  from  this  principle, 
consultation  should  be  held  with  the  developing  coun¬ 
tries  likely  to  be  adversely  affected,  or  with  the  appro¬ 
priate  international  bodies,  in  order  to  consider  forms 
of  co-operation,  including  financial  measures,  to  miti¬ 
gate  such  adverse  effects”.  (See  Final  Act,  recommen¬ 
dation  A.II.7,  para.  2.) 


doubt  that  the  tariff  treatment  applied  by  many 
developed  countries  to  certain  natural  products, 
and  the  marked  supply  and  price  fluctuations 
to  which  these  same  commodities  are  subject, 
have  been  among  the  factors  making  for  their 
progressive  displacement  by  synthetic  products. 
Only  lately  has  the  study  of  these  problems 
begun  to  engage  sufficient  attention,  mainly  as 
a  result  of  the  recommendations  adopted  at 
UNCTAD’s  first  session  and  the  establishment 
of  its  Permanent  Group  on  Synthetics  and  Sub¬ 
stitutes. 

Unquestionably,  however,  effective  imple¬ 
mentation  of  recommendation  A.II.7 — which 
was  adopted  unanimously  at  the  first  session  of 
UNCTAD,  and  which,  among  other  measures, 
proposes  precisely  that  of  reducing  and  elimi¬ 
nating  tariff  and  non-tariff  barriers  in  the  case 
of  natural  and  semi-processed  products  facing 
competition  from  synthetics — would  represent  a 
real  incentive  to  increased  consumption  of  the 
products  in  question.  In  the  course  of  the  sug¬ 
gested  multilateral  negotiation  to  determine  the 
means  whereby  the  developed  countries  could 
grant  and  guarantee  a  minimum  share  in  their 
markets  to  products  in  this  group  exported  by 
the  developing  countries,  consideration  would 
have  to  be  given,  in  the  first  place,  to  the  reduc¬ 
tion  and  ultimate  elimination  of  the  said  tariff 
and  non-tariff  barriers,  and  of  production  and 
export  subsidies  for  synthetic  products,  and  also 
to  other  measures  which  might  help  to  facilitate 
the  access  of  natural  products  to  world  markets 
or  to  improve  their  competitive  position. 

For  the  group  of  commodities  produced  both 
by  the  developed  and  by  the  developing  coun¬ 
tries  (mainly  temperate  zone  agricultural  prod¬ 
ucts,  in  particular  wheat,  maize,  rice,  meat, 
milk  products,  fresh  fruits,  sugar,  oils  and  oil¬ 
seeds,  and  certain  mining  products,  such  as 
copper,  lead,  zinc  and  iron  ore,  and  petroleum), 
the  key  problem  consists  in  the  highly  protec¬ 
tionist  policy  applied  by  many  developed  coun¬ 
tries  in  favour  of  their  domestic  production, 
through  tariff  and  non-tariff  restrictions,  sub¬ 
sidies  and  other  forms  of  aid  to  production, 
as  well  as  through  subsidies  and  other  strong 
incentives  (e.g.,  terms  of  payment)  for  exports 
of  occasional  or  chronic  surpluses  or  the  sale 
of  reserves  by  the  developed  countries.  All  these 
different  measures  not  only  progressively  reduce 
the  developing  countries’  share  in  supplies  for 
the  developed  countries,  but  also  lead  to  increas¬ 
ing  competition  from  the  latter  in  other  markets. 
Negotiation  on  a  product-by-product  basis  would 
make  it  possible  to  determine  the  direction  of 
trade  flows  in  each  case;  to  select  a  specific 
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period  as  the  base  for  estimating  the  minimum 
share  in  each  of  the  developed  countries’ 
markets  that  should  be  guaranteed  to  imports 
from  developing  countries ;  and  to  set  up  ap¬ 
propriate  institutional  machinery  whereby  this 
share  could  be  assured,  with  the  necessary 
safeguards  against  unforeseen  shortfalls  in  sup¬ 
plies  from  the  developing  countries.  At  the 
same  time,  the  establishment  of  consultation 
procedures  should  be  negotiated,  with  a  view 
to  regulating  the  disposal  of  production  sur¬ 
pluses  or  reserves  of  developed  countries  (with¬ 
out  prejudice  to  the  adoption  of  other  measures 
to  discourage  or  avoid  encouraging  the  creation 
of  such  surpluses),  so  that  they  would  not  ad¬ 
versely  affect  the  developing  countries’  exports 
or  exert  a  depressive  influence  on  world  prices.36 

One  possible  form  of  guaranteeing  some  of 
the  above-mentioned  products  a  minimum  share 
in  the  markets  of  developed  countries  might  be 
the  “multilateral  sale-and-purchase  contract”.  In 
this  context,  the  international  wheat  agreements 
negotiated  since  1949  furnish  a  very  useful  pre¬ 
cedent,  which  could  readily  be  adapted  to  the 
ends  pursued  here.  These  agreements,  however, 
have  operated  on  the  basis  of  a  multilateral 
commitment  assumed  by  the  exporter  countries 
to  supply  (in  conformity  with  a  range  of  ceiling 
prices)  a  specific  percentage  of  the  “commercial 
imports”  of  each  importer  country.  A  multi¬ 
lateral  sale-and-purchase  contract  on  these  lines 
does  not  constitute  a  guarantee  of  a  minimum 
share  in  the  markets  of  developed  countries, 
since  total  imports  might  be  reduced  if  domestic 
production  increased  faster  than  consumption. 
This  minimum  share  should  therefore  be  estab¬ 
lished  as  a  percentage  of  total  consumption  in 
each  developed  country. 

A  slight  variant  of  this  type  of  multilateral 
commitment  is  constituted  by  the  proposal 
mooted  in  the  draft  sugar  agreement  that  has 
been  under  discussion  since  1965.  This  provides 
for  the  maintenance  of  the  exporter  countries’ 
minimum  share  in  the  markets  of  the  importer 
countries  by  means  of  a  provision  establishing, 
first,  that  the  net  annual  imports  of  each  party 
to  the  agreement  shall  not  be  lower  than  the 
average  for  the  four  preceding  years,  and,  sec- 

36  The  following  is  one  of  the  decisions  adopted  by 
the  American  Chiefs  of  State  at  the  Punta  del  Este 
meeting  with  reference  to  international  trade:  “To 
strengthen  the  system  of  inter-governmental  consulta¬ 
tions  and  carry  them  out  sufficiently  in  advance,  so  as 
to  render  them  effective  and  ensure  that  programmes 
for  placing  and  selling  surpluses  and  reserves  that 
affect  the  exports  of  the  developing  countries  take  into 
account  the  interests  of  the  Latin  American  countries”. 
(See  Declaration  of  the  Presidents  of  America,  chap¬ 
ter  III,  paragraph  4.) 


ondly,  that  each  of  the  importer  countries  shall 
adopt  measures  to  ensure  that  at  least  50  per 
cent  of  its  total  consumption  increment  shall  be 
satisfied  by  means  of  imports.  The  incorporation 
of  the  latter  factor — increases  in  imports  pro¬ 
portional  to  those  of  consumption — really  pro¬ 
vides  reasonable  guarantees  of  access  to  the 
importer  markets,  since,  on  the  one  hand,  the 
point  of  departure  is  the  maintenance  of  the 
current  share  (determined  by  the  average  for 
the  four  preceding  years),  and,  on  the  other 
hand,  an  endeavour  is  made  to  ensure  that  this 
share  will  remain  at  least  the  same  at  future 
levels  of  consumption.  The  adoption  of  an  ar¬ 
rangement  of  this  kind,  whose  application,  like 
that  of  the  other  procedure  described  above, 
could  be  confined  to  developed  countries’  im¬ 
ports  from  developing  countries,  would  at  the 
same  time  afford  a  means  of  “setting  ceilings 
on  self-sufficiency”  in  the  developed  countries, 
and  thus  modifying  the  over-protectionist  poli¬ 
cies  which  some  of  them  pursue. 

In  the  case  of  a  good  many  of  the  products 
comprised  in  the  group  under  consideration 
(wheat  and  secondary  grains,  meat,  milk  prod¬ 
ucts  and  fisheries  products),  the  share  of  the 
developed  countries  in  world  exports  is  relatively 
high  (between  75  and  80  per  cent),  and  there¬ 
fore  the  scale  of  the  quantitative  commitments 
that  some  of  these  countries  would  have  to 
assume  with  respect  to  market  access  for  exports 
from  the  developing  countries  would  not  be 
large  enough  to  introduce  an  undue  measure 
of  rigidity  in  trade  flows.  To  a  lesser  extent, 
the  same  is  true  of  other  products,  such  as 
tobacco,  citrus  fruits,  vegetable  fats  and  oils, 
etc.,  in  respect  of  which  the  developed  countries’ 
share  of  world  exports  generally  exceeds  50  per 
cent. 

4.  The  reduction  and  elimination  of  tariff 

AND  NON-TARIFF  RESTRICTIONS 

As  in  the  case  of  other  measures  for  facilitat¬ 
ing  the  access  of  primary  products  to  the  mar¬ 
kets  of  developed  countries,  if  international  ac¬ 
tion  is  to  succeed  in  reducing  or  eliminating 
tariff  and  non-tariff  restrictions  on  commodities 
in  those  markets,  it  is  necessary  to  proceed  on  a 
product-by-product  basis,  with  the  object  of 
negotiating  the  establishment  of  a  gradual 
liberalization  programme. 

To  that  effect,  the  first  step  would  be  to 
weigh  the  different  significance  of  the  protec¬ 
tionist  restrictions  imposed  on  products  which 
compete  with  the  output  of  developed  countries 
and  those  of  a  mainly  fiscal  character  usually 
imposed  on  products  which  only  developing 
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countries  export.  A  programme  of  action  de¬ 
signed  to  remove  the  first  type  of  restrictions 
must  necessarily  have  long-term  objectives,  in 
view  of  the  complexity  of  the  interests  associated 
with  each  country’s  protectionist  policy.  In  the 
case  of  tariff  restrictions  imposed  purely  for 
fiscal  purposes,  the  action  programme  may  have 
short-term  objectives,  since  in  most  cases  the 
aim  would  be  mainly  to  cushion  the  impact  of 
a  loss  of  fiscal  revenue,  which  does  not  generally 
represent  very  large  sums  in  the  national  budgets 
concerned. 

A  third  category  of  restrictions,  usually  in 
the  form  of  customs  duties,  is  intended  to  accord 
preferential  treatment  to  imports  from  certain 
countries  or  groups  of  countries.  Such  imports 
are  completely  or  partially  exempt  from  the 
duties  applicable  to  goods  from  other  countries. 
These  special  preferences,  which  occur  mainly 
in  the  British  Commonwealth  of  Nations  and 
the  European  Economic  Community  in  favour 
of  associate  countries,  are  dealt  with  separately 
in  the  next  section. 

As  regards  protected  products  in  the  developed 
countries’  markets  (where  imports  compete  with 
home  production),  the  first  objective  is  unques¬ 
tionably  to  secure  strict  compliance  with  the 
standstill  commitment,  i.e.,  to  avoid  intensifying 
protectionist  policy  and  thus  afford  progressively 
stronger  incentives  for  the  expansion  of  domestic 
production.  The  adoption  of  “setting  ceilings 
on  self-sufficiency”,  which  was  discussed  in  a 
previous  section,  would  be  a  positive  step  in  this 
direction,  even  though  it  does  nothing  to  solve 
the  problem  of  lowering  tariff  and  non-tariff 
barriers.  Therefore,  without  the  developing 
countries’  renouncing  the  final  objective  of 
more  trade  liberalization  for  products  which 
compete  with  the  developed  countries’  own  pro¬ 
duction,  it  would  seem  advisable  to  discuss  some 
short-term  action  measures,  particularly  in  re¬ 
gard  to  tariff  restrictions. 

To  that  end  it  would  be  best — in  the  case  of 
some  of  the  more  important  products — to  ex¬ 
amine  the  possibilities  of  establishing  duty-free 
quotas  in  favour  of  exports  from  developing 
countries.  Considering  the  relatively  small  share 
of  these  countries  in  world  exports  of  most  of 
the  products  in  question,  the  creation  of  duty¬ 
free  quotas  would  not  seriously  jeopardize  the 
stability  of  the  developed  countries’  domestic 
markets,  while  on  the  other  hand  the  appro¬ 
priate  safeguard  or  escape  clauses  could  be 
established,  provided  recourse  to  them  were  de¬ 
pendent  upon  multilateral  consultation  ma¬ 
chinery. 

In  the  same  context,  it  would  be  worth-while 


exploring  the  possibilities  of  arrangements 
similar  to  that  negotiated  for  beef  (but  not 
yet  put  into  effect)  between  EEC  and  Argentina 
in  the  last  stage  of  the  Kennedy  Round.  The 
bases  of  that  arrangement  were  a  reduction  in 
tariff  charges,  a  reduction  in  the  supplementary 
variable  levy  during  some  months  of  the  year 
and,  during  the  remaining  months,  its  complete 
suspension,  which  would  be  timed  to  coincide 
with  the  period  when  domestic  supply  declined. 
This  type  of  arrangement  undoubtedly  offers 
certain  advantages  for  those  products  in  respect 
of  which  there  are  marked  seasonal  fluctuations 
in  market  supplies. 

In  the  case  of  products  for  which  it  is  im¬ 
possible  to  negotiate  a  duty-free  quota  or  the 
type  of  arrangement  described  above,  a  third 
alternative  might  be  for  developed  importing 
countries  to  undertake  to  transfer  unilaterally 
to  developing  exporter  countries  a  specific  per¬ 
centage  of  the  taxes  and  other  charges  levied  on 
imports  from  that  source.  If  this  unilateral 
transfer  were  established  only  for  the  proportion 
of  imports  from  developing  countries,  the  de¬ 
veloped  countries  would  still  retain  the  amount 
collected  on  imports  from  other  developed 
countries  (which  in  this  group  of  products 
generally  account  for  the  larger  proportion  of 
world  trade).  Although  this  procedure  would 
do  something  to  facilitate  such  an  international 
arrangement,  since  the  sums  transferred  to  de¬ 
veloping  countries  would  represent  only  a  frac¬ 
tion  of  the  total  collected,  it  might  defeat  its 
own  ends  inasmuch  as  it  would  mean  dividing 
the  developed  countries’  imports  into  two  cate¬ 
gories,  one  subject  to  partial  drawback  and  the 
other  not,  with  every  likelihood  of  the  former 
being  discouraged  in  favour  of  the  latter.  It 
would  be  as  well,  therefore,  to  examine  very 
carefully  the  repercussions  of  any  international 
arrangement  of  this  kind,  in  order  to  foresee  its 
possible  effect  on  demand  for  products  from 
developing  countries. 

In  the  group  of  products  in  which  the  de¬ 
veloped  countries’  protectionist  policies  play 
no  part,  i.e.,  tropical  agricultural  commodities,37 
the  majority  of  those  countries  have  recognized 
the  need  to  grant  complete  exemption  from 
tariff  charges  on  imports,  first  at  the  GATT- 
sponsored  Ministerial  Meeting  in  May  1963  and 
subsequently  in  the  Final  Act  of  the  first  session 
of  UNCTAD.  Although  some  countries  have 
complied  with  these  commitments,  at  least  in 

37  Although  these  are  the  commodities  mainly  af¬ 
fected  by  the  above-mentioned  problem  of  restrictions 
applied  by  EEC  and  the  United  Kingdom  (see  next  sec¬ 
tion)  with  the  purpose  of  according  special  preferential 
treatment  to  imports  from  certain  developing  countries. 
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part,  exemption  from  tariff  charges  is  not  yet 
the  general  rule. 

Moreover,  tariff  charges  are  not  the  only  or 
even  always  the  major  obstacle  encountered  by 
tropical  agricultural  commodities  in  the  markets 
of  some  developed  countries.  They  are  com¬ 
monly  supplemented  or  replaced  by  internal 
taxes  which  often  amount  to  more  than  the 
actual  import  tariffs.  Consequently,  the  reduction 
or  elimination  of  customs  duties  alone  would 
not  suffice  to  achieve  a  substantial  liberalization 
of  trade  in  these  items.  The  internal  taxes 
(particularly  where  they  unduly  restrict  con¬ 
sumption  of  the  products  affected)  would  also 
have  to  be  reduced  or  eliminated.  This  measure 
has  already  been  provided  for  in  recommenda¬ 
tion  A.II.l  of  the  first  session  of  UNCTAD  and 
in  the  commitments  established  under  article 
XXXVII  of  the  General  Agreement  on  Tariffs 
and  Trade. 

Negotiations  for  a  programme  of  reduction 
and  elimination  of  customs  duties  and  internal 
taxes  levied  by  the  developed  countries  on  this 
group  of  commodities  might  be  based  on  the 
principle  of  a  gradual  process  whereby:  (a)  the 
complete  elimination  of  tariff  charges  would  be 
achieved  in  five  years  by  a  cumulative  annual 
reduction  of  20  per  cent;  (6)  internal  taxes 
would  be  eliminated  in  the  same  way,  or  the 
developed  countries  might  agree  to  restore  to 
exporter  countries  a  cumulative  annual  propor¬ 
tion  of  20  per  cent  of  the  total  collected  under 
that  head,  so  that  by  the  end  of  the  fifth  year 
the  drawback  would  be  equal  to  the  total.  The 
adoption  of  this  gradual  formula  might  obviate 
the  difficulties  which  the  developed  countries 
have  hitherto  encoutered  in  implementing  the 
pertinent  recommendations  and  commitments 
they  accepted,  since  spacing  the  process  out  over 
five  years  would  avoid  the  disruptions  that 
might  result  from  complete  and  immediate  elimi¬ 
nation.  The  drawback  formula  might  be  a 
feasible  course  if  the  developed  countries  con¬ 
sider  that  such  taxes  should  be  maintained  for 
reasons  other  than  that  of  obtaining  fiscal 
revenue. 

Quantitative  restrictions  are  relatively  easy  to 
identify,  although  the  preparation  of  a  complete 
list  would  entail  extensive  research  in  which  co¬ 
operation  would  be  required  not  only  from 
Governments  but  also  from  chambers  of  com¬ 
merce  and  exporting  and  importing  organiza¬ 
tions  and  enterprises,  which  are  in  the  best  posi¬ 
tion  to  have  a  direct  knowledge  of  such  restric¬ 
tions.  The  interested  parties  would  have  to 
negotiate  a  programme  for  the  gradual  elimina¬ 
tion  of  such  restrictions — particularly,  and  in  a 


shorter  period,  those  infringing  GATT  provi¬ 
sions  and  not  covered  by  waivers,  and  those 
introduced  after  the  adoption  of  standstill 
recommendations  and  commitments — or  for  the 
gradual  increase  of  quotas  until  the  restriction 
is  in  fact  eliminated. 

5.  The  elimination  of  special  preferences 

FOR  PRIMARY  PRODUCTS38 

The  community  of  interests  which  is  largely 
the  basis  for  concerted  action  by  the  developing 
countries  to  defend  their  international  trade 
interests  is  jeopardized  by  the  preferential  tariff 
treatment  given  by  some  developed  countries  to 
certain  developing  countries. 

The  need  to  eliminate  these  discriminatory 
policies  was  recognized  and  accepted  by  all 
countries  participating  in  the  first  session  of 
UNCTAD.  Recommendation  A.II.l  of  the  Final 
Act  established  that  preferential  arrangements 
should  be  abolished  pari  passu  with  the  effective 
application  of  international  measures  provid¬ 
ing  at  least  equivalent  advantages  for  the 
present  beneficiaries.  The  widespread  establish¬ 
ment  of  conditions  of  free  access  for  primary 
products  to  the  markets  of  developed  countries, 
which  would  result  from  the  implementation  of 
other  provisions  of  the  same  recommendation, 
would  inevitably  mean  the  elimination  of  pre¬ 
ferential  treatment,  while  affording  the  develop¬ 
ing  countries  at  present  benefiting  from  such 
treatment  the  advantage  of  free  access  to  the 
markets  of  other  developed  countries. 

Despite  the  importance  of  this  problem,  no 
progress  has  been  made  since  the  first  session  of 
UNCTAD  towards  implementing  the  above- 
mentioned  recommendation,  and  little  has  been 
done  to  evaluate  the  trade  advantages  which 
preferential  treatment  represents  for  the  coun¬ 
tries  benefiting  therefrom,  or  to  define  and 
analyse  the  possible  equivalent  advantages  that 
might  be  offered  to  those  countries. 

In  the  circumstances,  adequate  background  in¬ 
formation  was  not  available  for  the  discussion  of 

38  It  is  generally  accepted  that  the  elimination  of 
existing  preferences  will  present  far  fewer  difficulties  in 
respect  of  manufactures  and  semi-manufactures  than  in 
the  case  of  commodities,  and  that  the  establishment  of 
a  system  of  general  preferences  for  the  former,  accorded 
by  the  developed  to  the  developing  countries,  would  in 
principle  provide,  through  free  access  to  the  developed 
countries’  markets,  advantages  equivalent  to  those  en¬ 
joyed  by  some  developing  countries  which  now  benefit 
from  special  preferences  in  those  markets.  In  any  case, 
as  set  forth  in  the  Charter  of  Algiers,  this  should  be  a 
feature  of  the  general  system  of  preferences,  which 
should  also  contain  provisions  by  virtue  of  which  situa¬ 
tions  where  that  objective  had  not  been  achieved  could 
be  remedied. 
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this  subject  by  the  Group  of  77  at  its  meeting 
in  Algiers,  and  the  Charter  of  Algiers  merely 
reaffirms  unanimous  support  for  the  original 
recommendation,  and  requests  that  studies  be 
carried  out,  on  a  country-by-country  and  a 
commodity-by-commodity  basis,  on  the  implica¬ 
tions  of  the  abolition  of  the  special  preferences 
in  force  and  on  measures  appropriate  to  ensure 
that  countries  which  at  present  enjoy  such 
preferences  receive  equivalent  advantages.  The 
Charter  also  states  that,  in  the  case  of  certain 
commodities,  international  agreements  might 
constitute  the  appropriate  instrument  for  reduc¬ 
ing  and  even  eliminating  special  preferences. 

At  best,  it  will  be  a  long  time  before  the 
studies  in  question  can  be  completed  and  their 
conclusions  considered  in  order  to  negotiate 
an  over-all  programme  for  the  elimination  of 
special  preferences.  Meanwhile,  it  appears  es¬ 
sential  that  the  developed  countries  should  enter 
into  a  commitment  at  the  second  session  of 
UNCTAD  not  to  extend  existing  preferences  to 
other  developing  countries,  to  take  any  other 
trade  measures  that  might  increase  the  coverage 
of  those  preferences,39  or  to  establish  new  pre¬ 
ferences. 

The  importance  of  this  commitment  is  all  the 
greater  inasmuch  as,  since  the  first  session  of 
UNCTAD,  EEC  has  negotiated  new  arrange¬ 
ments  of  this  kind  and  is  considering  others. 
It  is  thus  obviously  making  the  task  of  eliminat¬ 
ing  such  preferences  more  complex,  because 
of  both  their  wider  geographical  coverage  and 
the  larger  number  of  products  involved.  Non¬ 
proliferation  of  these  special  preferences  is 
really  implicit  in  the  standstill  commitment, 
since  wider  application  would  be  a  means  of 
intensifying  the  discrimination  against  exports 
from  the  largest  group  of  developing  countries 
(and  thereby  making  the  existing  barriers  even 
more  effective) . 

This  is  all  without  prejudice  to  any  measures 
that  may  be  internationally  concerted  in  favour 
of  the  less  advanced  developing  countries.  The 
Latin  American  States  have  always  recognized 
the  need  to  grant  preferential  treatment  to  the 
relatively  less  developed  countries,  but  at  the 
same  time  they  have  unanimously  declared  that 
“these  special  privileges  should  not  constitute  a 
trade  discrimination  among  developing  coun¬ 
tries”.40 


39  For  example,  by  raising  customs  duties  on  imports 
from  third  countries,  or  by  reducing  or  abolishing  the 
duty-free  banana  import  quota  allocated  in  EEC  to  the 
Federal  Republic  of  Germany,  which  is  the  Latin 
American  banana  producers’  biggest  market  in  Europe. 

40  See  the  Charter  of  Alta  Gracia. 


It  is  urgently  necessary  to  arrive  at  specific 
commitments  in  this  connexion  for  a  number 
of  reasons.  First,  it  is  generally  recognized  that 
these  arrangements  involving  special  preferences 
constitute  a  reversion  to  the  earlier  political 
idea  of  “spheres  of  influence”.  Secondly,  if  such 
discriminatory  arrangements  persist,  and  still 
more  so  if  new  ones  are  concluded,  more  pres¬ 
sure  will  be  applied  to  enable  the  Latin  Amer¬ 
ican  countries  also  to  obtain  discriminatory 
preferences  in  the  United  States  market.  A  third 
consideration  which  must  never  be  lost  sight  of 
is  that  the  proliferation  of  special  preferences 
not  only  tends  to  split  up  the  world  market 
but  is  also  liable  to  create  political  friction 
among  the  developing  countries.41  Now  that  the 
Yaounde  Convention  is  nearing  expiry  and  the 
developing  countries  belonging  to  the  British 
Commonwealth  are  preparing  themselves  for  the 
changes  that  may  take  place  if  the  United  King¬ 
dom  joins  the  European  Economic  Community, 
this  is  an  ideal  time  to  adopt  decisions  which 
will  lay  down  trade  policy  guidelines  for  the 
next  decade. 

(a)  The  position  of  the  Caribbean  countries  in 
the  United  Kingdom’s  preferential  system 

The  preferential  treatment  accorded  to  the 
Caribbean  countries  members  of  the  British 
Commonwealth  (Barbados,  Guyana,  Jamaica, 
and  Trinidad  and  Tobago)  in  the  United  King¬ 
dom  market  mainly  benefits  two  agricultural 
commodities  (sugar  and  bananas). 

Of  the  total  tonnage  covered  by  the  Com¬ 
monwealth  Sugar  Agreement  (a  little  over  2.5 
million  tons) ,  a  quota  of  approximately  900,000 
tons  is  allocated  to  the  Caribbean  countries.  The 
preferential  treatment  which  the  United  Kingdom 
accords  to  the  parties  to  the  Agreement  con¬ 
sists,  first  in  the  application  of  a  lower  import 
tariff  than  that  levied  on  supplies  from  third 
countries  and,  secondly,  in  the  payment  of  a 
previously  negotiated  price  (higher  than  the  free 
world  market  price)  for  most  of  the  supplies 
provided  against  their  quotas.  In  the  case  of 
the  Caribbean  countries,  the  negotiated  price 
is  applied  to  about  730,000  of  their  aggregate 
quota  of  900,000  tons;  the  remainder  has  access 
to  the  United  Kingdom  market  at  free  prices 
plus  preferential  tariff  duty. 


41  The  dangers  inherent  in  the  system  of  special  pref¬ 
erences  are  highlighted  in  the  Survey  of  the  Alliance 
for  Progress.  Foreign  Trade  Policies.  A  study  prepared 
at  the  request  of  the  Sub-Committee  on  American  Re¬ 
publics  Affairs  of  the  Committee  on  Foreign  Relations, 
United  States  Senate  (Washington,  U.S.  Government 
Printing  Office,  30  October  1967). 
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Canada  has  no  part  in  this  arrangement;  it 
imports  sugar  from  the  Caribbean  countries  at 
free  market  prices  up  to  an  aggregate  quota  of 
275,000  tons,  on  which  it  imposes  a  prefential 
tariff  of  29  Canadian  dollar  cents  per  100 
pounds.  By  virtue  of  a  recent  agreement,  Canada 
decided  to  refund  to  Caribbean  exporter  coun¬ 
tries  members  of  the  United  Kingdom  prefential 
system  the  total  value  of  duties  collected  on  sugar 
imports  from  that  source. 

As  a  result  of  this  preferential  treatment,  the 
Caribbean  nations  export  their  sugar  mainly  to 
the  United  Kingdom  and  Canadian  markets,  al¬ 
though  in  recent  years  exports  to  the  United 
States  have  risen  because  of  an  increase  in  the 
import  quotas  allocated  to  those  countries  (see 
table  3) . 

Banana  exports  are  important  only  for  Ja¬ 
maica,  where  they  represented  about  8  per  cent 
of  the  total  value  of  exports  in  1964-65.  The 
preferential  treatment  accorded  by  the  United 
Kingdom  to  imports  from  British  Commonwealth 
countries  consists  in  complete  exemption  from 
import  charges,  whereas  supplies  from  other 
countries  are  subject  to  ad  valorem  duties  of  ap¬ 
proximately  15  per  cent.  This  preferential  treat¬ 
ment  is  supplemented  by  quantitative  import 
restrictions.  In  1965,  95  per  cent  of  Jamaica’s 
banana  exports  went  to  the  United  Kingdom. 

This  brief  description  of  the  preferential  treat¬ 
ment  enjoyed  by  the  Caribbean  countries  in  the 
United  Kingdom  market  in  respect  of  their  two 
major  agricultural  exports  shows  the  magnitude 
of  the  problems  those  countries  will  have  to  face 
if  it  is  gradually  eliminated.  Except  for  Bar¬ 
bados,  where  sugar  accounts  for  a  large  propor¬ 
tion  of  total  exports,  in  the  other  countries  the 
contribution  represented  by  sugar  exports  is 
much  smaller,  and  has  been  declining  in  recent 
years  as  a  result  of  the  increase  in  exports  of 


bauxite  and  alumina  (from  Guyana  and  Ja¬ 
maica)  and  petroleum  and  petroleum  products 
(from  Trinidad  and  Tobago).  Moreover,  the 
sugar  problem  could  be  suitably  dealt  with  in 
the  context  of  the  international  sugar  agreement 
which  is  currently  being  negotiated,  by  means 
of  guarantees  covering,  for  instance,  a  minimum 
share  in  the  total  consumption  of  developed 
countries  and  a  price  level  above  that  of  free 
market  prices  both  of  which  objectives  are  in¬ 
cluded  in  the  draft  agreement  under  discussion. 

Nevertheless,  mainly  in  the  light  of  their 
past  history,  there  are  grounds  for  considering 
that  the  economy  of  the  Caribbean  countries  is 
even  more  heavily  dependent  than  this  brief 
analysis  reveals  upon  the  preferences  they  en¬ 
joy,  particularly  in  the  United  Kingdom  market. 
The  sudden  withdrawal  of  those  preferences 
might  cause  serious  structural  distortions;  con¬ 
sequently,  any  action  to  eliminate  them  should 
be  adopted  graudally  and  consistently  with  the 
other  requisites  established  in  the  relevant  re¬ 
commendation  of  the  first  session  of  UNCTAD. 
On  the  other  hand,  even  the  gradual  elimination 
of  those  preferences,  as  a  result  either  of  the 
implementation  of  the  UNCTAD  recommenda¬ 
tion  or  of  the  United  Kingdom’s  possible  acces¬ 
sion  to  membership  in  EEC,  will  undoubtedly 
stimulate  and  greatly  accelerate  the  process  of 
change  that  has  already  started  in  the  Caribbean 
countries’  trade  flows  and  economic  links.  It  is 
taking  the  form  of  a  move  towards  closer  rela¬ 
tions  with  one  another  and  also  with  the  neigh¬ 
bouring  Latin  American  countries,  and  is  lead¬ 
ing  to  more  and  more  intensive  co-operation 
which  may  well  culminate  in  economic  integra¬ 
tion. 

(b)  The  EEC  system  of  special  preferences 

The  European  Economic  Community  grants 
special  preferences  to  the  Associated  African  and 


Table  3 

SUGAR  EXPORTS  FROM  THE  CARIBBEAN  COUNTRIES,  BY  DESTINATION 


Barbados 

Guyana 

Jamaica 

Trinidad 

and 

Tobago 

Total  exports,  average  for  1964-66  (thou- 

sands  of  tons)  . 

167 

268 

423 

189 

Percentage  shipped  to: 

United  Kingdom  . 

85.4 

49.2 

55.0 

72.0 

Canada  . 

12.3 

36.8 

24.3 

21.6 

United  States  . 

2.2 

13.9 

20.7 

6.4 

Sugar  exports  as  a  percentage  of  each 

country’s  total  exports  . 

79.3 

32.2 

32.4 

6.3 

Source:  Official  foreign  trade  statistics. 
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Malagasy  States  under  the  Yaounde  Convention, 
which  came  into  force  in  June  1964  for  a  period 
of  five  years.  The  annex  to  this  Convention  lists 
the  following  products  which  can  be  imported 
from  the  associated  States  free  of  all  duties  in 
force  in  the  Community:  pineapples,  copra, 
green  coffee,  tea,  cocoa,  pepper,  cloves,  vanilla 
and  nutmeg.  The  same  exemption  is  applicable 
to  banana  imports  over  and  above  a  duty-free 
quota  for  the  Federal  Republic  of  Germany’s 
imports  from  third  countries.  Accordingly,  all 
EEC  imports  of  these  products  from  countries 
not  associated  with  the  Community  (except 
bananas,  as  indicated)  are  subject  to  the  com¬ 
mon  external  tariff,  which  is  9.6  per  cent  for 
green  coffee,  5  per  cent  for  cocoa  beans  and  20 
per  cent  for  bananas.  These  three  commodities 
represent  a  high  proportion  of  the  exports  of 
several  Latin  American  countries,  which  are 
therefore  greatly  concerned  about  the  discrimi¬ 
nation  against  them  in  the  Community. 

The  representations  which  the  Latin  American 
countries  have  made  to  EEC  in  this  connexion, 
mainly  through  contacts  between  their  missions 
and  the  Community,  and  by  means  of  joint 
memoranda,  have  so  far  failed  to  elicit  much 
response.  The  stand  taken  by  EEC  is  that  the 
special  preferences  accorded  to  the  associated 
African  States  cannot  injure  the  Latin  American 
countries,  whose  exports  to  the  Community  have 
continued  to  increase  in  volume  a  good  deal 
faster  in  recent  years  than  those  of  the  associated 
States,  even  in  the  case  of  the  above-mentioned 
commodities  of  special  interest  to  Latin  America. 

However,  although  total  export  figures  may  be 
adduced  as  evidence  that  special  preferences  in 
favour  of  associated  States  have  not  affected 
Latin  America’s  exports,  there  is  no  guarantee 
that  this  situation  will  continue  in  the  near 
future,  especially  as  the  financial  and  technical 
assistance  given  to  the  associated  States  sub¬ 
stantially  increases  their  export  capacity.  More¬ 
over,  it  is  essential  that  the  problem  be  ap¬ 
proached  in  the  light  of  the  principle  that  there 
should  be  no  trade  discrimination  among  de¬ 
veloping  countries.  The  basic  objective  by  which 
the  conduct  of  all  developing  countries  should 
be  guided  is  the  spread  of  conditions  permitting 
free  access  to  the  markets  of  all  developed 
countries  for  commodities  exported  mainly  or 
exclusively  by  the  former  group.  As  was  seen 
in  the  last  phase  of  the  Kennedy  Round,  the 
persistence  of  special  preferences  impedes  the 
establishment  of  such  general  conditions  of  free 
access. 


(c)  Possible  procedures  and  machinery  for 
eliminating  special  preferences 

A  first  step  to  facilitate  implementation  of  the 
UNCTAD  recommendation  on  the  elimination 
of  special  preferences  for  primary  commodities 
should  be  to  prevent  their  increased  or  continued 
proliferation  by  the  adoption,  at  the  second  ses¬ 
sion  of  UNCTAD,  of  an  undertaking  not  to  ex¬ 
tend  existing  preferences  to  other  countries  or 
take  any  other  trade  measures  which  will  in¬ 
crease  their  coverage,  and  not  to  establish  any 
new  discriminatory  preferences. 

Another  essential  move,  which  would  con¬ 
siderably  simplify  and  facilitate  consideration 
of  the  problems  raised  both  by  the  existence  of 
preferences  and  by  their  elimination,  would  be 
to  reduce  them  to  their  true  scope  and  propor¬ 
tions,  by  means  of  the  commodity-by-commodity 
and  country-by-country  studies  requested  in  the 
Charter  of  Algiers,  on  the  effect  of  the  abolition 
of  the  special  preferences  in  force  and  the  steps 
necessary  to  ensure  that  countries  which  at 
present  enjoy  such  preferences  receive  advan¬ 
tages  at  least  equivalent  to  the  losses  resulting 
from  their  abolition.  The  product-by-product 
approach  will  make  it  possible  to  analyse  the 
characteristics  and  problems  of  each  commodity 
and  the  measures  that  might  be  adopted  to  over¬ 
come  the  difficulties  in  question.  The  study  would 
no  doubt  show  that  the  problems  are  by  no 
means  as  far-reaching  or  as  difficult  to  solve  as- 
they  seem  when  stated  in  general  terms. 

Thus,  a  first  broad  evaluation  indicates  that 
the  major  Latin  American  exports  which  are  or 
might  be  affected  by  the  special  preferences  en¬ 
joyed  by  other  areas  or  countries  in  the  United 
Kingdom  and  EEC  markets  are  sugar,42  coffee. 


42  It  has  been  said  that  the  Latin  American  countries 
enjoy  special  preferences  in  the  United  States,  market  for 
their  sugar  exports,  and  that  this  relationship  with  the 
United  States  places  them  in  the  same  position  as  the 
associate  countries  with  the  European  Economic  Commu¬ 
nity.  However,  this  comparison  does  not .  stand  up: 
(a)  United  States  sugar  imports  are  subject  to  the 
quota  system,  which  does  not  exist  for  EEC  imports 
from  the  associated  States;  ( b )  the  quotas  benefit  not 
only  Latin  American  suppliers  but  other  developed  and 
developing  countries  as  well;  (c)  all  United  States  im¬ 
ports,  without  discrimination,  are  subject  to  an  import 
tariff,  even  when  the  amount  of  the  charge,  is  offset — 
under  normal  market  conditions — by  the  higher  price 
of  sugar  on  the  home  market;  id)  the  difference  be¬ 
tween  United  States  and  free  world  market  prices  does 
not  constitute  a  discriminatory  trade  advantage,  since  it 
benefits  all  supplier  countries;  (e)  this  price  difference 
might  disappear  (and  has  done  so  on  occasion)  with  a 
rise  in  world  market  prices,  and  in  fact  there  are  times, 
as  in  1963,  when  the  United  States  price  may  be  lower 
than  the  free  world  market  price;  and  (/)  whereas  the 
system  of  special  preferences  in  favour  of  the  asso¬ 
ciated  States  is  conducive  to  the  substitution  of  some 
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cocoa  and  bananas.  It  must  not  be  overlooked 
that  many  other  commodities  which  have  a 
smaller  share  in  Latin  America’s  total  exports 
but  are  nevertheless  important  to  some  coun¬ 
tries— certain  vegetable  oils,  for  instance — are 
also  liable  to  be  harmed  by  special  preferences. 

There  are  international  agreements  in  force 
or  in  process  of  negotiation  or  renegotiation  for 
sugar,  coffee  and  cocoa.  The  problems  arising 
from  the  abolition  of  the  special  preferences  in 
force  for  them  could  be  at  least  partially  solved 
by  means  of  those  agreements,  as  suggested  in 
the  Charter  of  Algiers.  In  other  words,  the 
agreements  offer  practical  possibilities  for  solu¬ 
tions  that  would  be  compatible  with  the  wide 
range  of  interests  of  all  developing  countries,  the 
basic  objective  being  the  elimination  of  special 
preferences. 

No  negotiations  are  envisaged  in  the  near 
future  for  the  conclusion  of  an  international 
banana  agreement.  Nor  does  this  appear  feasible, 
because  of  the  nature  of  the  product  and  the 
marketing  procedures  involved — even  though 
bananas  are  included  in  the  group  of  com¬ 
modities  for  which  the  Charter  of  Algiers  re¬ 
quests  that  such  agreements  be  concluded  as 
soon  as  possible — ,  unless  the  agreements  were 
not  of  the  traditional  type,  but  an  arrangement 
providing  for  inter-governmental  consultations. 
These  consultations  might  take  place  within  the 
FAO  Study  Group  on  Bananas,  with  a  view  to 
reconciling  the  interests  of  exporter  countries  at 
the  international  level.  In  any  case,  the  point 
of  departure  should  be,  as  a  minimum  require¬ 
ment,  maintenance  of  the  status  quo  (mainly  in 
relation  to  the  duty-free  quota  in  the  market 
of  the  Federal  Republic  of  Germany),  and  an 
equitable  distribution  of  future  increases  in  con¬ 
sumption  among  all  exporter  countries,  without 
prejudice  to  the  adoption  of  a  procedure  for 
gradually  eliminating  the  special  preferences  en¬ 
joyed  by  some  producer  countries  in  the  markets 
of  certain  developed  countries. 

The  following  are  among  the  measures  that 
may  be  suggested  for  application  to  facilitate 
the  elimination  of  the  special  preferences  in 
force  (a  process  which,  according  to  the 
UNCTAD  recommendation,  should  be  gradual 
in  the  case  of  commodities  in  respect  of  which 
immediate  abolition  of  the  preferences  might 
cause  serious  structural  distortions  or  other 
grave  injury  to  the  economies  of  countries  bene¬ 
fiting  therefrom)  : 

sources  of  supply  for  others,  that  is  not  the  aim  of  the 
United  States  import  quota  system,  which  has  tended 
rather  to  reduce  the  share  of  all  foreign  sources  in  total 
supply. 


(i)  A  temporary  guarantee  should  be  ex¬ 
tended  to  those  countries,  where  necessary,  as 
an  interim  phase  in  the  process  of  general 
liberalization,  by  establishing  quotas  in  the 
markets  of  developed  countries  where  prefer¬ 
ential  treatment  exists.  Imports  exceeding  the 
agreed  quotas  would  be  subject  to  most-favoured¬ 
nation  treatment  until  the  general  liberalization 
process  was  completed; 

(ii)  Countries  at  present  enjoying  special 
preferences  should  be  provided  with  more  finan¬ 
cial  and  technical  assistance  to  improve  their 
productivity,  and  therefore  their  competitive 
position  in  international  markets,  in  respect  of 
products  affected  by  the  elimination  of  prefer¬ 
ences,  or  to  facilitate  the  conversion  of  such 
lines  of  production  to  others  which  might  yield 
better  returns.  There  should  therefore  be  a 
substantial  increase  in  financial  and  technical 
assistance  provided  by  agencies  such  as  the  Eu¬ 
ropean  Investment  Fund,  the  International  De¬ 
velopment  Association,  etc.,  and  in  other  special 
facilities  which  could  be  considered  within  the 
supplementary  financing  scheme  currently  under 
discussion  in  UNCTAD.  Until  such  time  as  the 
special  preferences  are  completely  eliminated,  the 
developed  countries  according  them  should  con¬ 
tribute  the  amount  of  customs  duties  they  receive 
on  primary  products  from  other  developing 
countries  towards  this  programme  of  increased 
financial  aid; 

(iii)  In  any  case,  it  would  be  necessary  to 
eliminate  the  “reverse  preferences”,  i.e.,  those 
granted  by  developing  to  developed  countries, 
or  at  least  to  allow  such  preferences  to  be  ex¬ 
tended  to  other  developing  countries  as  well,  so 
that  the  treatment  of  their  products  in  the 
markets  of  developing  countries  currently  ac¬ 
cording  such  preferences  would  be  not  less 
favourable  than  that  given  to  similar  products 
from  developed  countries.  Thus  a  serious  ob¬ 
stacle  to  the  expansion  of  trade  between  develop¬ 
ing  countries  would  be  removed.43 

The  elimination  of  reverse  preferences  is 
justified  not  only  because  they  introduce  an 
element  of  reciprocity  in  the  concessions  of  de¬ 
veloped  countries  to  some  developing  States,  but 
also,  and  above  all,  because  in  many  cases  they 
involve  considerable  cost  to  the  latter,  through 
over-pricing,  the  price  often  being  much  higher 
for  imports  effected  under  this  system  of  prefer¬ 
ences.  Research  reveals  that  in  1961,  c.i.f.  prices 
paid  for  imports  from  France  by  the  Ivory 


43  Some  preliminary  research  shows,  for  example,  that 
the  expansion  of  EEC  exports  to  Cameroon  was  achieved 
at  the  expense  of  imports  from  other  countries,  includ¬ 
ing  some  developing  States. 
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Coast,  Cameroon,  Congo  (Brazzaville),  Senegal 
and  Madagascar  were  58  and  17  per  cent  higher 
for  food  products  as  a  whole  and  textiles  respect¬ 
ively,  than  those  paid  for  the  same  products 
imported  from  other  countries.44 

6.  International  commodity  arrangements 

The  fundamental  concept  governing  the  rec¬ 
ommendations  adopted  at  the  first  session  of 
UNCTAD  in  relation  to  international  commodity 
agreements  or  arrangements  is  that  they  can  be 
suitable  instruments  for  promoting  the  expansion 
of  world  trade  in  primary  commodities,  and 
therefore  constitute  an  integral  part  of  interna¬ 
tional  trade  policy.  Consequently,  their  function 
is  viewed  in  terms  of  a  broader  conception  of 
the  links  existing  between  trade  and  develop¬ 
ment,  with  the  result  that  their  use  is  not  con¬ 
fined  to  dealing  with  emergency  situations  but 
is  determined  by  their  potential  contribution,  in 
relatively  stable  conditions,  to  the  growth  of 
exports  of  developing  countries. 

Thus,  the  objectives  ascribed  by  UNCTAD  to 
commodity  agreements  not  only  went  beyond  the 
restricted  and  occasional  nature  of  the  function 
originally  assigned  to  them  under  the  Charter 
of  Havana,  but  also  gave  them  greater  flexibility 
by  considerably  broadening  their  procedures  and 
characteristics,  with  a  view  to  adapting  them  to 
the  specific  production  and  market  conditions  of 
each  individual  commodity.  In  particular,  the 
recommendation  in  annex  A.II.l  states  that  the 
scope  of  agreements  should  be  extended  in  such 
a  way  that  the  techniques  for  regulating  the 
market  by  establishing  floor  and  ceiling  prices, 
export  quotas,  long-term  purchase  and  sale  ar¬ 
rangements,  buffer  stocks  and  trade  liberaliza¬ 
tion  measures  may  be  supplemented  by  measures 
relating  to  the  co-ordination  of  national  produc¬ 
tion  and  export  policies,  realistic  guarantees  to 
developing  countries  in  respect  of  terms  of  ac¬ 
cess  to  markets  of  developed  countries,  and 
market  promotion  and  improvement  of  market¬ 
ing  conditions  and  distribution  channels. 

However,  this  new  conception  of  international 
commodity  agreements,  despite  its  unanimous  ac¬ 
ceptance  at  the  first  session  of  UNCTAD,  has 
not  yet  succeeded  in  modifying  the  attitude  of 
certain  developed  countries,  whose  co-operation 
is  in  some  cases  essential  for  the  success  of  the 
agreements.  Admittedly,  an  agreement  in  prin¬ 
ciple  on  the  negotiation  of  a  specific  commodity 
arrangement  does  not  necessarily  guarantee 

44  Rene  Debono,  “Les  importations  des  pays  en  voie 
de  developpement  posent  des  problemes  aussi  graves  que 
ceux  de  leurs  exportations”,  Developpement  et  Civilisa¬ 
tion,  N°  24  (Paris,  December  1965). 


agreement  on  all  its  operational  aspects;  but  it 
must  also  be  recognized  that  the  conceptual 
advances  made  at  the  first  session  of  UNCTAD 
have  not  in  practice  had  the  significance  that 
might  have  been  expected,  mainly  because  the 
attitudes  of  the  developed  countries  do  not 
reflect  this  new  conception.  The  prolonged  ne¬ 
gotiations  on  sugar  and  cocoa  have  revealed  that 
some  of  the  developed  countries  have  not  been 
prepared  to  consider — in  the  context  of  those 
agreements — measures  to  liberalize  trade,  guar¬ 
antee  better  terms  of  access  to  their  markets  and 
ensure  the  maintenance  of  a  minimum  share 
in  the  future  growth  of  consumption,  etc. 

This  attitude  is  at  variance  with  the  oft- 
repeated  postulate  that,  in  the  primary  com¬ 
modities  field,  international  agreements  are  the 
most  appropriate  instruments  for  solving  the 
export  problems  of  developing  countries.  It 
would  seem  advisable,  therefore,  that  discussion 
of  this  subject  at  the  second  session  of  UNCTAD 
should  not  be  limited  to  a  reaffirmation  of  sup¬ 
port  for  the  recommendations  and  principles 
already  adopted,  but  an  attempt  should  be  made 
to  arrive  at  specific  commitments  for  the  negotia¬ 
tion  of  agreements  on  a  specified  number  of 
products,  defining  their  main  characteristics  and 
the  nature  of  the  measures  to  be  adopted  to  at¬ 
tain  their  objectives. 

The  developing  countries  declared,  in  the 
Charter  of  Algiers,  their  intention  to  “consult 
and  co-operate  among  themselves  in  order  to 
defend  and  improve  their  terms  of  trade  by  ef¬ 
fective  co-ordination  of  their  sales  policies”,  and 
expressed  their  hope  that  a  cocoa  agreement 
would  be  concluded  before  the  end  of  1967  and 
a  sugar  agreement  early  in  1968.  They  were  like¬ 
wise  anxious  that  commodity  arrangements  for 
oil-seeds  and  vegetable  oils,  bananas,  rubber, 
tea,  sisal  and  hard  fibres  should  be  concluded 
at  the  earliest  possible  date,  and  that  appropriate 
action  should  be  taken  in  respect  of  iron  ore, 
nickel,  tobacco,  cotton,  wine,  citrus  fruit,  man¬ 
ganese  ore,  pepper,  mica,  shellac  and  tungsten. 

A  list  of  products  as  heterogeneous  as  these 
cannot  be  properly  studied  in  the  short  time 
available  at  the  second  session  of  UNCTAD, 
but  it  would  be  possible  to  adopt  decisions  on 
the  carrying  out  of  preliminary  studies  and  the 
drafting  of  the  corresponding  agreements,  to 
establish  an  order  of  priority  for  the  prepa¬ 
ratory  work  and  to  lay  down  general  guidelines 
for  the  conduct  of  the  negotiations.  Relevant  to 
this  preliminary  analysis  is  the  classification  of 
primary  commodities  into  the  three  main  groups 
used  by  the  UNCTAD  secretariat:  (a)  com¬ 
modities  entirely  or  mainly  produced  in  develop- 
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ing  countries,  which  are  not  seriously  affected 
by  competition  from  substitutes  and/or  syn¬ 
thetics;  ( b )  commodities  subject  to  a  high 
degree  of  displacement,  particularly  by  synthetic 
materials;  and  (c)  commodities  produced  in 
both  developed  and  developing  countries. 

It  has  been  recognized  that,  in  general,  com¬ 
modities  in  group  ( b )  are  less  suited  to  be  the 
subject  of  international  agreements,  mainly 
because  any  measure  designed  to  raise  the  prices 
of  these  commodities  by  regulating  supply 
tends,  in  the  last  analysis,  to  encourage  the  dis¬ 
placement  of  the  natural  product  by  synthetics.45 
It  has  been  suggested,  therefore,  that  the  basic 
way  of  dealing  with  the  market  problems  of  these 
commodities  must  be  through  measures  to  in¬ 
crease  productivity  and  improve  the  natural 
product’s  competitive  position,  through  cam¬ 
paigns  to  promote  consumption  and  through 
research  on  new  uses.  This  group  includes  na¬ 
tural  rubber,  wool,  cotton,  and  jute  and  other 
hard  fibres;  in  every  case,  world  consumption 
is  either  declining  or  not  growing  quickly 
enough  to  absorb  world  supply. 

In  accepting  the  general  conclusion  that  for 
this  group  of  products  international  agreements 
would  not  be  the  most  appropriate  instrument  for 
defending  the  interests  of  the  developing  ex¬ 
porter  countries,  it  must  be  understood  that  this 
conclusion  refers  to  agreements  based  on  regu¬ 
latory  mechanisms  such  as  export  quotas,  mini¬ 
mum  selling  prices  and  other  restrictive  mea¬ 
sures.  However,  the  same  UNCTAD  recom¬ 
mendation  ( Final  Act,  annex  A.II.l)  indicates 
that  commodity  agreements  can  vary  consider¬ 
ably  in  form  and  nature,  so  that  they  can  be 
adapted  to  suit  the  specific  situation  of  each 
commodity. 

Consideration  could  be  given  to  negotiating 
agreements  that  would  cover  the  establishment 
and  administration  of  funds  to  finance  pro¬ 
grammes  for  improving  productivity,  research 
on  new  uses  of  the  natural  product,  diversifica¬ 
tion  of  production  and  campaigns  to  promote 
consumption.  All  these  are  possible  ways  of  al¬ 
leviating  the  difficulties  with  which  countries 
exporting  these  commoditites  are  faced.  For  the 
commodities  in  this  group  organizations  already 
exist,  in  one  form  or  another,  which  serve  as  a 
common  forum  for  the  discussion  of  production 
and  trade  problems  and  which  could  well  be 


45  This  does  not  rule  out  consideration  of  price  levels 
in  certain  types  of  international  agreements  on  these 
products.  In  fact,  the  maintenance  of  a  reasonable  de¬ 
gree  of  stability  could  help  to  strengthen  the  competitive 
position  of  the  natural  product  in  relation  to  the 
synthetic. 


expanded  to  undertake  functions  such  as  those 
mentioned  above.  These  organizations  include 
the  International  Rubber  Study  Group,  the  In¬ 
ternational  Wool  Study  Group,  the  International 
Cotton  Advisory  Committee  (ICAC)  and  the 
FAO  Study  Group  on  Jute,  Kenaf  and  Allied 
Fibres.  It  would  probably  not  be  very  difficult 
to  make  each  of  these  institutions  the  executing 
agency  for  programmes  in  the  field  of  technical 
assistance  to  producer  countries,  technological 
research  for  promoting  new  uses  of  the  com¬ 
modity  in  question,  promotion  of  consumption 
and  discussion  of  common  problems  with  a  view 
to  adopting  standard  marketing  policies.  The 
International  Cotton  Advisory  Committee,  for 
example,  has  been  discussing  the  possibility  of 
preparing  a  draft  international  cotton  agree¬ 
ment,  and  has  come  to  the  conclusion  that  the 
type  of  agreement  which  restricts  production  of 
exports  would  not  work  in  favour  of  the  develop¬ 
ing  exporter  countries,  but  would  tend,  on  the 
contrary,  to  counteract  the  efforts  producers 
should  make  to  meet  competition  from  synthetic 
fibres.46  It  was  suggested  that  the  most  appro¬ 
priate  solution  would  be  to  establish  a  Policy 
Sub-Committee  within  the  Standing  Committee 
of  ICAC,  to  act  as  a  consultative  and  co-ordinat¬ 
ing  body  with  regard  to  the  policies  adopted  by 
member  countries. 

For  natural  rubber,  too,  some  progress  has 
been  made  regarding  the  type  of  international 
action  that  should  be  adopted  to  stabilize  rubber 
prices  and  improve  its  competitive  position  vis- 
a-vis  synthetic  rubber.  At  the  Conference  of 
Natural  Rubber  Producing  Countries  held  in 
October  1967,  it  was  decided  to  establish  an 
Association  of  Natural  Rubber  Producing  Coun¬ 
tries,  whose  main  task  would  be  to  encourage 
those  countries  to  adopt  joint  marketing  mea¬ 
sures  with  a  view  to  checking  the  present  down¬ 
ward  trend  of  prices,  and  measures  relating  to 
current  distribution  and  transport  practices, 
maritime  freight  rates,  dissemination  of  tech¬ 
niques  for  improving  crops,  and  promotion  of 
the  use  of  natural  rubber.  As  a  longer-term  ob¬ 
jective,  the  Conference  recommended  the  nego¬ 
tiation  of  an  international  commodity  arrange¬ 
ment  embracing  not  only  natural  rubber  and 
synthetic  rubber  producing  countries  but  con¬ 
sumer  countries.  The  existing  institutional  body 
(the  International  Rubber  Study  Group),  to 
which  the  main  natural  and  synthetic  rubber 


46  International  Cotton  Advisory  Committee,  Cotton, 
Monthly  Review  of  the  World,  Situation,  July  1966.  A 
similar  conclusion  is  put  forward  in  the  report  pre¬ 
sented  by  the  UNCTAD  secretariat,  “The  international 
organization  of  commodity  trade — case  study  on  natural 
rubber”  (TD/B/C.l/PSC/3) ,  16  May  1966. 
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producing  countries  belong,  would  undoubtedly 
assist  in  the  consultations  on  rubber  already 
initiated  by  UNCTAD. 

The  biggest  group,  about  which  it  is  im¬ 
possible  to  generalize  because  so  many  different 
situation  are  presented,  is  constituted  by  com¬ 
modities  produced  in  both  developed  and  de¬ 
veloping  countries.  This  very  fact — that  both 
types  of  countries  produce  them — does  make  it 
possible,  however,  to  define  certain  types  of 
problems  that  are  common  to  all,  the  most 
important  being  the  role  played  by  the  protec¬ 
tionist  policies  of  importing  countries.  In  most 
cases  the  developing  exporter  countries  fulfil 
the  function  of  residual  suppliers,  with  the  result 
that  their  share  in  the  markets  of  the  developed 
countries  is  determined  by  variations  in  those 
countries’  total  output.  Equally  important  is 
the  fact  that  the  developed  countries  are  also 
exporters  of  many  commodities  within  this 
group,  and  that  their  exports  are  generally  sub¬ 
sidized,  with  the  result  that  they  are  in  a  favour¬ 
able  position  to  compete  against  the  exports 
of  developing  countries  in  the  markets  of  third 
countries.  In  short,  for  most  of  the  commodities 
within  this  group  international  agreements  of  a 
restrictive  nature  do  not  represent  a  satisfactory 
solution  from  the  standpoint  of  the  developing 
countries;  but  this  does  not  rule  out  the  pos¬ 
sibility  of  negotiating  other  types  of  arrange¬ 
ments. 

Consideration  should  be  given,  in  the  first 
place,  to  multilateral  contracts,  which  have  long 
been  used  in  the  world  wheat  trade.  Since  the 
main  problem  with  such  a  commodity  is  to 
secure  guaranteed  access  to  the  markets  of  the 
importing  countries,  the  multilateral-contract 
type  of  agreement  determines  the  amounts  which 
importers  undertake  to  buy  and  exporters  to  sell 
within  a  certain  price  range.  The  effectiveness 
of  this  form  of  agreement  in  guaranteeing  the 
developing  countries  a  certain  volume  of  exports 
is  very  slight  when  the  purchase-and-sale  com¬ 
mitments  are  established  not  in  relation  to  con¬ 
sumption  but  in  relation  to  commercial  imports, 
as  has  been  done  in  the  most  recent  wheat  agree¬ 
ments.  In  this  case,  the  developed  countries’ 
policies  for  promoting  domestic  production  tend 
to  reduce  import  requirements,  with  the  result 
that  there  is  no  actual  guarantee  covering  the 
volume  of  imports  from  the  developing  coun- 
ries,  even  if  there  is  a  guaranteed  floor  price. 

The  establishment  of  minimum  import  prices 
can  also  be  negotiated  under  this  type  of  multila¬ 
teral  contract,  as  in  the  wheat  agreements,  but 
in  this  case  it  is  extremely  important  to  deter¬ 
mine  the  developing  countries’  share  in  world 


imports.  If,  as  in  the  case  of  wheat,  the  establish¬ 
ment  of  a  minimum  selling  price  means  an  in¬ 
crease  in  the  earnings  of  the  developed  exporter 
countries  (which  are  the  biggest  world  exporters 
of  wheat) ,  thus  making  imports  dearer  for  the 
developing  countries  (which  absorb  a  large  pro¬ 
portion  of  world  imports),  this  will  largely 
defeat  the  purpose  of  commodity  agreements, 
which  is  not  exactly  to  ensure  more  remunerative 
prices  for  the  exports  of  developed  countries. 
Of  course,  in  the  specific  case  of  wheat,  the 
developing  countries  were  compensated  to  some 
extent  by  the  establishment  of  a  multilateral 
aid  fund  equivalent  to  about  4.5  million  tons 
per  year,  in  relation  to  average  annual  imports 
of  18.3  million  tons,  in  the  period  1959/60- 
1963/64. 

Besides  cereals  (particularly  wheat)  and 
sugar,  the  commodities  in  this  group  include 
meat,  dairy  products,  hides  and  skins,  animal 
and  vegetable  oils  and  fats,  fruit  and  tobacco, 
among  agricultural  products,  and  copper,  iron, 
lead,  zinc  and  petroleum,  among  mineral  pro¬ 
ducts.  In  the  Kennedy  Round  an  agreement 
on  meat  was  reached  between  Argentina  and 
the  European  Economic  Community  countries, 
but,  when  France  tried  to  introduce  amendments 
that  were  unacceptable  to  Argentina,  it  was 
shelved.  Apart  from  meat,  wheat  and  sugar  (it 
is  still  considered  likely  that  a  sugar  agreement 
will  be  negotiated),  the  prospects  of  establishing 
multilateral  arrangements  for  the  remaining 
commodities  seem  very  remote,  although  this 
does  not  mean  that  attempts  to  obtain  guaranteed 
access  to  markets  through  one  of  the  procedures 
suggested  above  should  be  abandoned. 

The  problem  is  somewhat  different  where 
mineral  products  are  concerned.  In  most  cases 
the  extractive  industries  in  developing  countries 
represent  investments  by  the  developed  countries 
and  are  usually  subject  to  special  regimes.  The 
contractual  nature  of  some  of  these  regimes  sets 
well-defined  limits  to  the  capacity  of  action  of 
the  developing  countries,  although,  as  has  been 
seen  recently,  this  situation  is  tending  to  im¬ 
prove  as  the  countries  in  question  succeed  in  in¬ 
creasing  their  participation  in  the  marketing 
of  the  product  and  the  establishment  of  export 
prices.  The  most  important  point  to  be  stressed 
is  that  the  essential  objective  of  the  developing 
countries  is  to  secure  a  larger  share  in  the  re¬ 
turns  on  these  exports. 

In  this  regard,  the  experience  of  the  Organiza¬ 
tion  of  Petroleum  Exporting  Countries  (OPEC) 
is  very  interesting.  At  the  Third  Meeting  of  the 
Special  Committee  on  Latin  American  Co-ordina¬ 
tion  at  the  Expert  Level,  in  July  1966,  it  was 
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suggested  that  this  type  of  organization  should 
be  established  among  the  developing  copper  ex¬ 
porting  countries,  since  it  was  felt  that  an  agree¬ 
ment  to  which  the  developed  countries  were 
parties  would  not  adequately  serve  the  interests 
of  the  developing  exporter  countries.  At  the 
Lusaka  Conference  (June  1967),  the  Govern¬ 
ments  of  Chile,  the  Congo,  Peru  and  Zambia 
agreed  to  set  up  an  Inter-Governmental  Council 
of  Copper  Exporting  Countries,  primarily  with 
a  view  to  adopting  and  co-ordinating  measures 
to  increase  the  real  income  accruing  to  those 
countries  from  their  copper  exports.47  With  this 
organization,  the  developing  copper  exporting 
countries  are  in  a  position  to  exercise  a  stronger 
influence  in  all  matters  relating  to  the  production 
and  export  of  copper.  A  similar  arrangement 
could  be  made  in  respect  of  iron  ore,  lead  and 
zinc.  In  the  case  of  these  last  two  commodities, 
an  International  Lead  and  Zinc  Study  Group 
exists,  but  although  it  serves  as  a  forum  for  the 
discussion  of  problems  affecting  those  metals, 
it  does  not  fulfil  any  of  the  functions  of  OPEC 
or  of  the  Inter-Governmental  Council  of  Copper 
Exporting  Countries. 

The  main  commodities  exported  by  develop¬ 
ing  countries  only  and,  within  certain  limits,  not 
subject  to  competition  from  immediate  substi¬ 
tutes,  are  coffee,  cocoa,  tea,  bananas,  spices, 
tropical  woods,  fish  meal  and  tin.  Some  of  these 
products  have  characteristics  which  make  it 
feasible  to  negotiate  international  agreements  of 
a  restrictive  nature,  whose  main  purpose  would 
be  to  increase  the  earnings  of  exporter  coun¬ 
tries.  The  different  techniques  for  regulating 
the  market  which  might  be  adopted  for  this 
purpose  have  already  been  tried  out  under  the 
existing  agreements  on  coffee  and  tin,  and  some 
of  them  are  also  being  considered  in  the  cur¬ 
rent  negotiations  on  cocoa. 

Although  this  group  is  not  very  large,  each 
commodity  is  of  vital  importance  as  the  main 
source  of  export  earnings  for  specific  groups 
of  developing  countries.  Export  price  policy — 
or,  in  other  words,  the  objectives  established  in 
respect  of  achieving  and  maintaining  remunera¬ 
tive  prices  for  exporters — is,  therefore,  one  of 
the  most  important  aspects  of  the  negotiations 
for  a  commodity  arrangement  and  the  most 
difficult  from  the  standpoint  of  securing  an 
agreement,  particularly  where  effective  opera¬ 
tion  of  the  arrangement  requires  the  co-operation 
of  the  importing  countries.  The  concept  of 
“remunerative  prices”  may  be  defined  in  very 
different  terms  by  importing  and  exporting 

47  Corporacion  del  Cobre,  Informe  de  Mercado  N°  6, 
Santiago,  Chile,  June  1967. 


countries,  and  even  by  the  different  export¬ 
ing  countries.  Consequently,  a  simpler  solution 
should  perhaps  be  adopted,  at  least  in  some 
cases.  The  need  for  the  price  or  price  range 
established  in  the  agreement  to  correspond  in 
theory  to  the  concept  of  “remunerative  prices” 
or  “long-term  equilibrium  prices”  should  be 
waived  in  favour  of  its  being  determined  by 
market  conditions  in  a  specific  period.  At  the 
same  time,  the  administrative  council  of 
the  agreement  should  be  empowered  to  modify 
prices  in  accordance  with  subsequent  market 
trends,  in  so  far  as  its  own  regulations  make 
such  modifications  possible  or  necessary.  It  is 
useful  to  recall,  in  this  regard,  the  object  lesson 
of  the  international  agreements  on  coffee  and 
tin.  The  original  text  of  the  coffee  agreement 
did  not  establish  a  floor  price;  subsequently, 
however,  a  price  range  was  established  at  a 
higher  level  than  that  prevailing  when  the  agree¬ 
ment  was  negotiated,  partly  because  it  had  been 
possible  to  impose  some  degree  of  control  over 
supply.  In  the  case  of  tin,  the  International  Tin 
Council  adopted  successive  changes  in  the  price 
range,  as  market  conditions  made  it  necessary 
to  give  greater  incentives  to  producers  in  order 
to  close  the  gap  between  production  and  con¬ 
sumption. 

Agreement  on  a  minimum  export  price  may 
be  an  indispensable  requisite  when  the  arrange¬ 
ment  includes  the  operation  of  a  buffer  stock. 
It  should  be  pointed  out,  in  this  connexion, 
that  the  difficulties  encountered  in  the  negotia¬ 
tion  of  a  cocoa  agreement,  which  until  recently 
were  related  to  the  establishment  of  a  floor  price 
and  the  nature  of  the  operation  of  the  buffer 
stock,  seem  to  have  been  overcome  at  last  in 
the  exploratory  negotiations  conducted  under  the 
auspices  of  UNCTAD.  The  countries  participat¬ 
ing  in  those  negotiations  agreed  to  establish  an 
“indicator  price”  somewhere  between  24.5  and 
28  dollar  cents  per  pound.  Within  this  range, 
the  Administrative  Council  of  the  agreement  will 
take  certain  measures  in  relation  to  export 
quotas,  where  they  are  in  operation.  It  was  also 
agreed  that  the  floor  and  ceiling  prices  should 
be  20  and  29  dollar  cents  per  pound,  respec¬ 
tively,  and  an  indication  was  given  of  the 
measures  to  be  adopted  by  the  Council  when 
those  limits  were  exceeded,  including  the  use 
of  the  buffer  stock.  No  report  on  the  operation  of 
the  buffer  stock  appears  in  the  memorandum 
describing  the  agreement  on  the  price  range;48 
however,  information  from  another  source 


48  United  Nations  Conference  on  Trade  and  Develop¬ 
ment,  “Memorandum  of  Agreement  of  4  October  1967” 
(TD/COCOA.1/11),  25  October  1967. 
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indicates  that  the  Governments  of  the  United 
States  and  Ghana  reached  an  agreement  on  this 
question.49  According  to  this  information,  the 
buffer  stock  will  be  financed  by  a  levy  on  pro¬ 
ducers  of  one  dollar  cent  a  pound  on  all  sales 
of  cocoa  beans  in  world  markets.  Producers 
will  be  able  to  sell  to  the  buffer  stock  any 
output  above  their  export  quotas,  but  at  only 
half  the  floor  price  established  in  the  agree¬ 
ment.  If  at  any  future  time  the  buffer  stock 
were  to  sell  cocoa  in  the  market  to  stop  prices 
from  rising  above  the  agreed  ceiling,  the  pro¬ 
ceeds  would  be  used  to  pay  the  other  half  of 
the  minimum  price  to  producers  from  whom  it 
had  previously  bought  surpluses.  The  maximum 
size  of  the  buffer  stock  has  been  fixed  at 
250,000  tons,  the  approximate  equivalent  of 
two  years’  production  surpluses  in  the  recent 
past. 

The  agreement  reached  between  the  leading 
exporter  and  the  largest  world  consumer  of 
cocoa  removes  one  of  the  obstacles  that  had 
arisen  in  the  cocoa  negotiations,  although  it  is 
not  absolutely  certain  that  this  agreement  will 
be  ratified  by  all  the  remaining  countries  at 
the  United  Nations  Cocoa  Conference  to  be 
held  at  the  end  of  1967.  Although  this  agree¬ 
ment  represents  a  modification  of  the  stand 
taken  by  the  developing  countries  in  earlier 
stages  of  the  negotiations,  it  does  not  imply 
renunciation  of  the  earlier  principle  ratified  in 
the  Charter  of  Algiers,  that  international  fi¬ 
nancing  institutions  and  developed  countries 
should  participate  in  the  financing  of  buffer 
stocks.  The  action  of  the  buffer  stock  is  confined 
to  the  purchase  of  surpluses  over  the  export 
quotas,  so  that  it  cannot  intervene  directly  and 
regularly  in  defence  of  the  floor  price.  The 
maintenance  of  this  minimum  price  level  de¬ 
pends  basically  on  adjustments  in  the  export 
quotas,  although,  clearly,  as  these  quotas  are 
reduced,  the  amount  producers  can  sell  to  the 
buffer  stock  increases,  up  to  the  maximum  in¬ 
dicated  above.  At  the  same  time,  producers 
will  not  feel  encouraged  to  sell  to  the  buffer 
stock,  since  they  will  receive  only  half  the 
agreed  minimum  price. 

Another  commodity  in  this  group  which  is 
of  special  importance  to  Latin  American  coun¬ 
tries  is  coffee.  The  International  Coffee  Agree¬ 
ment  is  in  the  process  of  being  re-negotiated. 
The  most  important  problems  to  be  considered 
in  these  new  negotiations  are  the  redistribution 
of  export  quotas,  the  establishment  of  produc¬ 
tion  targets  (with  a  view  to  eliminating  chronic 
surpluses)  and  the  creation  of  a  diversification 


49  The  Economist,  London,  14  October  1967. 


fund.  The  redistribution  of  quotas  is  one  of 
the  most  difficult  questions,  since  many  coun¬ 
tries  claim  that  they  need  to  secure  increases 
in  their  quotas,  in  view  of  the  steady  decline  in 
world  coffee  prices.  This  problem  is  related 
to  the  automatic  adjustment  of  quotas  in  ac¬ 
cordance  with  fluctuations  in  the  prices  of 
certain  basic  grades  of  coffee,  a  system  which 
has  benefited  countries  exporting  inferior  grades 
rather  than  those  exporting  more  expensive, 
high-quality  grades.  No  information  is  yet  avail¬ 
able  on  the  results  of  the  negotiations  under 
way,  but  authoritative  sources  agree  that  if  the 
problem  of  the  selective  adjustment  system  and 
redistribution  of  quotas  can  be  solved  satisfac¬ 
torily  the  Agreement  will  be  renewed  for  a 
further  period.  There  seems  to  be  a  basis  of 
agreement  on  the  establishment  of  the  Diversifi¬ 
cation  Fund,  and  this  would  enable  the  Fund 
to  enter  into  operation  in  the  near  future. 

Having  considered  coffee  and  tin,  for  which 
agreements  are  in  existence,  and  the  possible 
negotiation  of  an  agreement  on  cocoa,  there 
remains  one  other  product — bananas — of  great 
significance  in  the  exports  of  certain  Latin 
American  countries.  Because  of  their  natural 
characteristics  and  production  and  marketing 
conditions,  bananas  are  not  a  commodity  that 
can  be  made  the  subject  of  an  agreement,  like 
coffee  or  cocoa.  On  the  other  hand,  the  Banana 
Study  Group,  set  up  by  FAO  in  June  1965, 
may  play  an  important  role  in  adopting  uniform 
quality  standards,  promoting  consumption,  im¬ 
proving  productivity,  etc.  The  Study  Group  was 
not  in  a  position  to  adopt  effective  measures 
on  these  questions  at  its  first  session  in  March 
1966,  but  undoubtedly  did  so  at  its  second 
session  in  October  1967.  The  question  which  is 
perhaps  of  greatest  interest  to  the  exporter 
countries  is  the  study  of  problems  relating  to 
the  distribution  of  bananas  in  the  consumer 
markets,  since  in  most  cases  there  are  monopoly 
conditions  unfavourable  to  producers.  Further¬ 
more,  there  is  undoubtedly  a  case  of  negotiating 
an  inter-governmental  agreement  on  bananas  to 
establish  a  co-ordinated  policy  on  export  prices, 
transport,  and  distribution  in  the  consumer 
markets,  particularly  with  a  view  to  ensuring 
a  greater  share  of  the  final  price  for  the  pro¬ 
ducers. 

Despite  the  different  forms  that  government 
action  on  international  commodity  arrangements 
or  agreements  can  take,  the  actual  contribution 
that  can  be  made  by  such  agreements  in  in¬ 
creasing  the  export  earnings  of  developing 
countries  is  relatively  limited,  in  some  cases 
by  the  small  number  of  commodities  for  which 
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agreements  can  operate  effectively,  and  in  others 
because  the  policies  of  the  developed  countries 
do  not  yet  fully  reflect  the  spirit  of  co-opera¬ 
tion  and  assistance  which  characterized  the 
UNCTAD  recommendations. 

It  should  also  be  recognized  that  in  some 
cases  there  are  substantive  differences  between 
the  developing  countries  themselves,  which 
make  it  difficult  to  adopt  a  common  stand  on 
specific  commodity  trade  problems.  Particularly 
in  the  case  of  tropical  products,  the  special 
preferences  granted  in  the  markets  of  the 
European  Economic  Community  and  the  United 
Kingdom  to  certain  developing  countries  have 
given  rise  to  conflicts  of  interest  between  those 
who  enjoy  the  preferences  and  those  who  suffer 
from  the  discrimination,  and  this  has  become 
a  serious  obstacle  t®  the  adoption  of  a  common 
stand  vis-a-vis  the  developed  countries.  It  should 
therefore  be  repeated  that  this  problem  must 
be  fully  considered  during  the  discussions  at 
the  second  session  of  UNCTAD,  since  this  would 
help  to  strengthen  the  position  of  the  develop¬ 
ing  countries  as  a  whole  and  facilitate  the 
negotiations  for  agreements  on  a  certain  number 
of  commodities. 

7.  Operation  of  international  buffer  stocks 

Considerable  attention  has  been  given  in  inter¬ 
national  commodity  agreements  policy  to  the 
establishment  and  operation  of  buffer  stocks. 
The  establishment  of  such  stocks  is  determined 
mainly  by  certain  characteristics  of  the  com¬ 
modity  (durability,  storage  facilities  and  costs, 
international  quality  standards,  etc.)  and  they 
appear  to  be  particularly  suitable  for  commodi¬ 
ties  whose  supply  or  demand  is  strongly 
affected  by  sharp  short-term  fluctuations,  or  for 
dealing  with  occasional  production  surpluses. 
To  some  extent  these  conditions  restrict  the 
establishment  of  buffer  stocks  to  a  small  num¬ 
ber  of  primary  commodities.  Moreover,  as  their 
specific  function  is  to  eliminate  or  reduce  the 
effect  on  prices  of  short-term  fluctuations  in 
production  or  demand,  their  establishment  must 
generally  be  considered  within  the  framework 
of  an  international  agreement  on  the  commod¬ 
ity  in  question  and  as  part  of  a  stabilization 
mechanism  which  includes  other  forms  of  action, 
such  as  export  controls  and  the  establishment 
of  floor  prices. 

Once  the  prerequisites  for  the  establishment 
of  a  buffer  stock  have  been  satisfied,  two  essen¬ 
tial  aspects  of  its  operation  remain  to  be  con¬ 
sidered:  (a)  the  form  in  which  it  will  intervene 
in  the  market,  and  ( b )  the  method  of  financing. 

With  regard  to  the  first  aspect,  it  would  seem 
essential  that  the  action  of  the  buffer  stock 


should  cover  the  forward  as  well  as  the  spot 
market.  Its  intervention  would  thus  not  be 
limited  to  the  moment  when  prices  drop  to 
the  minimum  level  established  in  the  agreement, 
but  would  cover  a  specific  area  within  the 
price  range,  in  both  selling  and  buying  opera¬ 
tions.  Authority  to  intervene  in  the  market 
should  apply  to  the  whole  of  the  commercial 
year  in  question,  whenever  market  conditions 
demand,  and  not  merely  to  the  end  of  the 
commercial  year.  Finally,  the  obligation  to  buy 
at  the  minimum  price  should  include — in  so 
far  as  financial  resources  allow — all  exportable 
surpluses  not  sold  by  the  developing  countries, 
or — where  there  are  export  quotas — the  part  of 
the  quota  not  exported.  In  this  last  case,  if 
producers  still  have  exportable  surpluses,  the 
buffer  stock  could  buy  these  surpluses  at  prices 
below  the  minimum  level,  provided  that  they 
can  be  used  in  non-traditional  ways. 

Secondly,  the  developing  countries  should 
reaffirm,  as  an  essential  principle,  the  respon¬ 
sibility  incumbent  on  the  developed  importing 
countries  with  regard  to  methods  of  financing. 
Of  the  various  methods  suggested,  the  most 
disadvantageous  from  the  standpoint  of  the 
developing  countries  are  those  based  wholly  or 
partly  on  the  establishment  of  an  export  tax, 
since  that  would  immediately  reduce  their 
income.  Although  this  reduction  might  not 
constitute  an  actual  loss,  it  would  in  any  case 
deprive  them  of  a  certain  amount  of  foreign 
exchange  to  meet  their  most  pressing  import 
needs.  It  would  therefore  be  better  if  the  tax 
were  imposed  on  imports.  In  either  case  the 
problem  is  that  this  mode  of  financing  will 
only  permit  the  operating  capital  of  the  buffer 
stock  to  be  formed  over  a  fairly  long  period, 
so  that  it  would  not  be  able  to  intervene  effec¬ 
tively  in  the  market,  if  circumstances  so  re¬ 
quired,  from  its  first  year  of  operation.  Subscrip¬ 
tion  of  the  initial  capital  of  the  buffer  stock  is 
therefore  an  essential  requisite,  and  several 
formulas  have  been  suggested.  One  is  that 
developed  importing  countries  should  contribute 
this  capital  by  means  of  a  long-term  loan  at 
low  interest  rates;  and  another  is  that  an  offi¬ 
cially  guaranteed  loan  should  be  negotiated 
with  the  international  financing  agencies.  The 
participation  of  international  financing  agencies 
might  be  considered  a  logical  extension  of  their 
stabilization  credit  policy,  and  in  that  sense  it 
may  well  lie  within  the  scope  of  their  present 
statutes,  as  was  decided  in  the  case  of  compen¬ 
satory  credit.50 

50  According  to  a  statement  made  by  the  representa¬ 
tive  of  the  International  Monetary  Fund  at  the  second 
session  of  the  UNCTAD  Committee  of  Commodities, 
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The  secretariat  of  UNCTAD  has  proposed  a 
method  of  financing  buffer  stocks  that  is  worthy 
of  note.  A  central  fund  would  be  established 
with  capital  supplied  by  governments  and  inter¬ 
national  financing  agencies,  to  provide  the  initial 
capital  of  buffer  stocks  created  under  a  specific 
international  commodity  agreement.  The  admin¬ 
istering  council  of  the  agreement  concerned 
would  continue  to  be  responsible  for  the  opera¬ 
tion  of  the  buffer  stock  itself,  so  that  the  fund 
would  act  only  as  the  stock’s  banking  institu¬ 
tion,  for  which  purpose  it  could  even  receive 
deposits  made  by  the  council.51 

The  operational  details  of  such  a  scheme 
would  present  no  major  difficulty  and  perhaps 
in  this  way  some  of  the  objections  raised  by  the 
international  financing  agencies  to  participating 
in  these  activities  could  be  overcome.  The 
creation  of  a  fund  such  as  that  proposed  would 
also  have  certain  advantages;  for  example,  the 
total  financial  resources  needed  for  the  opera¬ 
tion  of  two  or  more  buffer  stocks  could  be  less 
than  the  sums  required  for  each  individual 
stock;  moreover,  the  fund  would  have  easier 
access  to  commercial  credit  when  needed  to 
cover  a  larger  volume  of  operations.  However, 
although  the  creation  of  a  central  fund  has 
certain  advantages,  there  are  also  greater  dif¬ 
ficulties  to  overcome,  particularly  on  the  part 
of  the  developed  countries.  It  would  therefore 
be  advisable  for  the  developing  countries,  while 
supporting  the  proposal  until  it  can  be  more 
carefully  evaluated,  to  emphasize  the  need  to 
create  special  funds  for  individual  buffer  stocks 
within  the  framework  of  international  com¬ 
modity  arrangements. 

8.  Policy  relating  to  diversification  of 
EXPORTS 

In  considering  world  commodity  trade  prob¬ 
lems,  the  question  of  the  diversification  of  ex¬ 
ports  cannot  be  overlooked.  Undoubtedly,  the 

that  institution  will  carefully  consider  what  contribution 
it  can  make  towards  solving  the  problem  of  financing 
buffer  stocks. 

51  “Operation  and  financing  of  buffer  stocks:  outline 
of  a  study  for  the  second  session  of  the  Conference” 
(TD/B/C.1/29) ,  10  January  1967. 


problems  inherent  in  the  diversification  of  pro¬ 
duction  lie  mainly  in  the  sphere  of  economic 
development  policy,  but  they  are  none  the  less 
closely  linked  with  specific  aspects  of  trade 
policy.  Diversification  of  domestic  production 
in  developing  countries  would  help  to  reduce 
the  heavy  dependence  of  some  countries  on  one 
or  two  commodities  as  their  main  source  of 
export  earnings,  and  might  lessen  the  require¬ 
ments  for  certain  imports,  such  as  foodstuffs 
and  raw  materials.  Obviously,  in  this  context 
the  most  important  aspect  is  the  extent  to  which 
specific  commodity  policies  might  contribute 
to  the  diversification  of  production. 

A  diversification  programme  adopted  within 
the  context  of  a  specific  international  commodity 
agreement  might  offer  advantages  even  over  the 
short  term  for  products  suffering  from  chronic 
production  surpluses.  The  programme  would 
have  to  be  financed  by  a  central  fund  ad¬ 
ministered  by  the  corresponding  council,  with 
capital  contributions  from  governments  signa¬ 
tories  of  the  agreement,  particularly  the  de¬ 
veloped  countries,  and  even  from  international 
development  financing  agencies.  The  Interna¬ 
tional  Coffee  Organization  is  at  present  con¬ 
sidering  the  creation  of  such  a  fund,  and  the 
United  States  has  promised  to  participate.  It 
might  also  be  possible  for  the  exporting  coun¬ 
tries  themselves  to  undertake  to  contribute  to 
the  fund  a  proportion  of  the  higher  export 
earnings  they  would  obtain  if  prices  rose  above 
a  certain  level  or  if  existing  basic  export  quotas 
were  increased.  While  it  is  true  that  a  pro¬ 
gramme  to  restrict  some  crops  and  encourage 
others  cannot  have  the  same  urgency  or  priority 
in  all  countries,  there  is  no  doubt  that  all 
would  benefit  from  a  policy  aimed  at  eliminat¬ 
ing  chronic  production  surpluses. 

The  creation  of  these  diversification  funds  as 
a  feature  of  international  commodity  arrange¬ 
ments  was  supported  by  all  the  developing 
countries  in  the  Charter  of  Algiers,  “highest 
priority  being  given  to  diversification  in  the 
programmes  on  inter-regional,  regional  and  sub¬ 
regional  levels  in  the  process  of  trade  expansion 
and  economic  integration  among  developing 
countries”. 


C.  Trade  in  manufactures  and  semi-manufactures 

1.  Preferential  access  to  the  markets  of  UNCTAD  is  to  negotiate  and  agree  on  the  basic 
developed  countries  for  manufactures  principles  for  the  establishment  of  a  general 
and  semi-manufactures  from  developing  system  of  preferences  by  the  developed  coun- 
countries  tries  favour  Qf  manufactures  and  semi- 

One  of  the  most  urgent  and  feasible  objec-  manufactures  of  developing  countries,  and  to 
tives  to  be  attained  at  the  second  session  of  secure  a  commitment  to  negotiate  the  details 
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of  the  system  at  a  later  date,  at  specific  times 
and  places,  on  the  basis  of  those  principles. 

The  Latin  American  countries  members  of 
the  Special  Committee  on  Latin  American  Co¬ 
ordination  (CECLA)  formulated  in  the  Charter 
of  Tequendama  their  common  position  on  the 
minimum  aspects  which  should  be  covered  by 
those  basic  principles;  these  essentially  coincide 
with  those  specified  in  the  Charter  of  Algiers 
as  representing  the  position  of  the  Group  of  77. 
The  developed  countries  members  of  the  Organi¬ 
sation  for  Economic  Co-operation  and  Develop¬ 
ment,  for  their  part,  agreed  at  a  ministerial 
meeting  at  the  end  of  November  1967  to  submit 
to  the  New  Delhi  Conference  a  proposal  con¬ 
taining  various  basic  principles  for  the  estab¬ 
lishment  of  the  preferential  system,  which  rep¬ 
resent  the  concerted  position  worked  out  in 
the  OECD  discussions. 

The  Charters  of  Tequendama  and  Algiers 
incorporate — with  some  modifications — many  of 
the  proposals  submitted  by  the  ECLA  secre¬ 
tariat  for  consideration  by  the  members  of 
CECLA.  Summarizing  the  essential  aspects 
of  these  proposals,  the  basic  principles  for 
preferential  access  to  the  markets  of  developed 
countries  for  the  manufactures  and  semi-manu¬ 
factures  of  developing  countries  are  as  follows: 

(i)  The  system  should  include  general  non- 
discriminatory  and  non-reciprocal  preferences 
granted  by  all  developed  countries  to  all  de¬ 
veloping  countries; 

(ii)  Preferential  treatment  should  take  the 
form  of  free  access  for  manufactures  and  semi¬ 
manufactures  from  the  developing  countries, 
through:  the  elimination  of  all  import  duties; 
the  elimination  of  non-tariff  restrictions,  without 
prejudice  to  the  establishment  of  quotas  for 
products  regarded  as  “critical”  or  “sensitive”; 

(iii)  Preferences  should  cover  all  manufac¬ 
tures  and  semi-manufactures  from  the  develop¬ 
ing  countries,  without  restrictions  on  volume 
or  value.  Products  regarded  as  “critical”  or 
“sensitive”  by  various  developed  countries  may 
be  excepted;  the  negative  lists  or  lists  of  ex¬ 
ceptions  should  be  considered  in  consultation 
with  the  developing  countries52  to  ensure  that 
they  are  kept  to  a  minimum  and  that  no  product 
is  completely  excluded,  e.g.,  by  establishing 
(tariff)  duty-free  quotas  to  which  preferential 
treatment  would  be  applied,  or  by  granting  a 


52  The  procedure  could  be  similar  to  that  followed 
with  the  lists  of  exceptions  in  the  Kennedy  Round.  In 
addition  to  the  initial  consideration,  the  lists  should  be 
revised  periodically,  with  a  view  to  achieving  their 
gradual  elimination  or  an  equally  gradual  increase  in 
the  tariff  quotas. 


partial  reduction  in  customs  duties  for  develop¬ 
ing  countries; 

(iv)  An  escape  clause  would  also  be  in¬ 
cluded,  by  virtue  of  which  quantitative  or  tariff 
limitations  similar  to  those  described  in  the 
previous  sub-paragraph  could  be  imposed  in 
duly  established  cases  of  market  disruption 
in  important  industries  in  the  developed  coun¬ 
tries  caused  by  preferential  imports.  Applica¬ 
tion  of  this  escape  clause  should  be  subject  to 
multilateral  consultations,  objective  criteria  and 
other  procedures  which,  as  was  pointed  out  in 
chapter  II,  should  in  general  govern  the  use 
of  escape  clauses  by  the  developed  countries 
and,  in  particular,  the  application  of  restric¬ 
tions  on  the  ground  of  market  disruption 
problems.  The  developed  countries  should  like¬ 
wise  agree  to  take  the  appropriate  domestic 
measures  to  make  the  necessary  adjustments  in 
those  industries  which  are  unable  to  compete 
with  similar  industries  in  developing  countries; 

(v)  The  economically  relatively  less  developed 
countries  should  not  be  subject  to  the  limita¬ 
tions  imposed  for  one  or  other  of  the  reasons 
indicated  above,  unless  imports  from  those 
countries  have  been  an  important  factor  in  the 
market  disruption;53 

(vi)  The  preferential  system  should  be  of 
sufficient  duration  to  ensure  that  its  objectives 
are  fully  achieved  and  that  all  developing 
countries  benefit  from  the  preferences.54  In  any 
event,  it  should  be  revised  at  the  end  of  an 
initial  minimum  period  with  a  view  to  extending 
its  duration,  particularly  in  the  case  of  the 
economically  relatively  less  developed  coun¬ 
tries.  The  withdrawal  of  preferential  treatment 
should  be  gradual; 

(vii)  Without  prejudice  to  the  measures  in¬ 
dicated  above  in  favour  of  the  economically 
relatively  less  developed  countries  (exemption 
from  the  quantitative  restrictions  imposed  on 
“critical”  products  or  from  the  application  of 
escape  clauses  in  cases  of  market  disruption, 
and  greater  duration  of  the  preferential  treat¬ 
ment),  once  the  system  is  under  way  other 
measures  will  be  determined  where  necessary 
to  ensure  that  they  are  able  to  take  full  ad¬ 
vantage  of  the  preferences;55 

53  The  Charter  of  Algiers  states,  however,  that  “escape 
clause  actions  limiting  or  excluding  particular  exports 
should  not  apply  to  the  less  competitive  products  from 
less  advanced  countries”. 

54  The  Charter  of  Algiers  states  that  the  preferential 
system  should  last  for  an  initial  period  of  at  least  twenty 
years. 

65  Other  special  measures  which  are  indicated  below 
could  be  taken  in  favour  of  the  relatively  less  developed 
countries,  particularly  in  the  field  of  technical  and  finan¬ 
cial  assistance,  with  a  view  to  promoting  the  establish- 
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(viii)  The  special  preferences  already  granted 
in  markets  of  certain  developed  areas  or  coun¬ 
tries  to  manufactures  and  semi-manufactures 
from  certain  developing  countries  should  be 
absorbed  in  the  system  of  general  preferences;56 

(ix)  The  developed  countries  with  centrally 
planned  economies  should  grant  advantages 
whose  effects  are  at  least  equivalent  to  the 
preferences  granted  by  the  developed  market 
economy  countries  (for  example,  their  import 
programmes  should  include  increasing  quanti¬ 
ties  of  manufactures  and  semi-manufactures 
from  developing  countries,  including  tolerance 
margins  for  prices  and  delivery  dates)  ;57 

(x)  Permanent  machinery  should  be  estab¬ 
lished,  within  a  sufficiently  universal  framework, 
to  supervise  and  evaluate  the  preferential  sys¬ 
tem,  to  undertake  consultations  (e.g.,  for  the 
periodic  revision  of  the  lists  of  exceptions, 
the  application  of  the  escape  clause,  and  the 
consideration  of  new  measures  that  might  be 
adopted  in  favour  of  the  relatively  less  de¬ 
veloped  countries  or  to  correct  situations  un¬ 
favourable  to  certains  countries),  to  identify 
the  different  problems  presented  by  the  appli¬ 
cation  of  the  system  and  to  propose  ways  of 
overcoming  them.  Without  prejudice  to  this 
work  to  be  undertaken  on  a  permanent  basis, 
provision  should  be  made  for  more  comprehen¬ 
sive  periodic  revisions  of  the  system  at  reason¬ 
able  intervals  (every  three  or  four  years),  with 
a  view  to  modifying  the  system  and  adopting 
new  measures  that  experience  has  shown  to  be 
either  necessary  or  advisable.58 

ment  or  expansion  in  those  countries  of  export-oriented 
industries.  In  fact,  during  the  first  stage,  these  would  be 
the  most  important  measures,  since  in  those  countries 
the  first  problem  to  be  overcome  in  order  that  they  may 
take  full  advantage  of  the  opportunities  provided  by 
the  preferential  system  is  to  ensure  that  they  have 
industries  in  a  position  to  export. 

56  The  Charter  of  Algiers  states  that  “the  new  system 
of  general  preferences  should  ensure  at  least  equivalent 
advantages  to  developing  countries  enjoying  preferences 
in  certain  developed  countries  to  enable  them  to  suspend 
their  existing  preferences  on  manufactures  and  semi¬ 
manufactures.  From  the  beginning,  provisions  should  be 
incorporated  in  the  system  of  general  preferences,  for 
the  developed  countries  to  redress  any  adverse  situation 
which  may  arise  for  these  developing  countries  as  a 
consequence  of  the  institution  of  the  general  system  of 
preferences.” 

67  For  other  possible  measures  that  could  be  taken  by 
the  centrally  planned  economies  in  favour  of  the  de¬ 
veloping  countries,  see  section  H  below. 

58  It  should  be  taken  into  account  that  the  establish¬ 
ment  of  the  system  of  general  preferences  will  be  break¬ 
ing  new  ground,  and  that  it  will  not  be  possible  to 
identify  and  solve  beforehand  all  the  problems  and  spe¬ 
cial  situations  which  might  arise  during  its  operation; 
on  the  other  hand,  it  is  extremely  likely  that  some  of 
the  problems  and  difficulties  anticipated  will  prove  to  be 
less  serious  than  expected  or  will  not  materialize  at  all. 


The  proposal  to  be  submitted  by  OECD  to 
the  second  session  of  UNCTAD  also  contains 
a  number  of  principles  which  essentially  coin¬ 
cide  in  many  aspects  with  those  suggested  here 
and  those  contained  in  the  Charters  of  Tequen- 
dama  and  Algiers.  Of  the  aspects  on  which  the 
greatest  differences  of  opinion  exist — and  on 
which  the  negotiations  at  the  New  Delhi  Con¬ 
ference  will  therefore  have  to  concentrate  in 
order  to  reach  agreement  on  the  basic  features 
of  the  proposed  preferential  system — ,  three 
should  be  mentioned:  the  products  to  be 
covered  by  the  system  of  preferences;  the  pre¬ 
paration  of  the  lists  of  exceptions  and  the 
procedures  to  be  employed;  and  the  method 
of  application  of  the  escape  clauses. 

With  regard  to  the  first  point,  OECD  would 
propose  that  the  preferential  treatment  (which 
would  take  the  form  of  tariff  preferences  only) 
should  be  applied  in  principle  to  all  manufac¬ 
tures  and  semi-manufactures,  these  being  under¬ 
stood  to  mean  the  products  included  in  chapters 
25  to  99  of  the  Brussels  Tariff  Nomenclature 
(BTN),  and  that  the  inclusion  of  other  prod¬ 
ucts  should  be  determined  separately  in  each 
case.  It  is  of  vital  interest  to  the  developing 
countries  that  the  preferential  treatment  should 
be  extended  to  many  products  in  earlier  chap¬ 
ters  of  the  BTN,  especially  prepared  foodstuffs 
and  other  processed  and  semi-processed  primary 
commodities,  since  these  are  produced  by  in¬ 
dustries  which  have  better  and  more  immediate 
prospects  of  exporting  to  developed  countries. 

At  the  very  least,  an  attempt  should  be  made 
to  secure  a  partial  reduction  of  customs  duties 
on  these  products  in  order  to  remove  the  pro¬ 
tectionist  element,  leaving  that  part  of  the 
duties  which  compensates  the  domestic  industry 
for  the  greater  cost  of  the  raw  materials  or 
other  inputs  (this  is  an  extremely  important 
element  in  the  case  of  prepared  foodstuffs,  given 
the  high  degree  of  protection  generally  afforded 
to  their  agricultural  products  by  the  developed 
countries).  In  other  words,  this  would  eliminate 
the  protection  given  to  the  domestic  industry, 
which  would  then  be  on  an  equal  footing  with 
similar  industries  in  the  developing  countries. 
In  certain  specific  cases,  a  duty-free  quota 
could  be  established  for  the  developing  coun¬ 
tries. 

With  regard  to  the  lists  of  exceptions  (which, 
according  to  the  OECD  report,  should  be  as 
short  as  possible),  it  has  already  been  pointed 
out  that  they  should  not  be  established  on  a 
unilateral  basis  by  each  developed  country,  but 
should  be  submitted  for  consultation  and  nego¬ 
tiation  with  the  developing  countries,  in  order 


65 


to  avoid  including  products  of  particular  interest 
only  to  some  of  these  countries;  and  that  if  it 
is  not  possible  to  remove  the  latter  products 
from  the  lists,  an  attempt  should  be  made  to 
secure  either  a  partial  reduction  of  duties  or 
duty-free  quotas.  In  addition,  these  lists,  and 
the  lists  of  products  generally  excluded  from  the 
preferential  system,  should  be  revised  periodi¬ 
cally,  with  a  view  to  reducing  or  eliminating 
them  or  to  securing  a  gradual  increase  in  the 
amount  of  tariff  reduction  or  in  the  size  of 
the  tariff  quota. 

It  has  also  been  pointed  out  that  the  escape 
clause  should  not  be  freely  interpreted  and 
unilaterally  applied  by  the  developed  countries. 
A  multilateral  consultation  procedure  should  be 
adopted  (for  instance,  as  part  of  the  proposed 
machinery  for  supervising  the  operation  of  the 
preferential  system),  for  the  purposes  of  ascer¬ 
taining,  as  far  as  possible  on  the  basis  of 
objective  criteria,  whether  such  clauses  can 
justifiably  be  invoked  in  any  given  case,  and, 
if  so,  the  nature  and  scope  of  the  restrictions 
to  be  applied.  Otherwise,  the  system  of  pre¬ 
ferences  is  liable  to  lose  much  of  its  efficacy. 

Besides  negotiating  and  agreeing  upon  the 
bases  for  the  system  of  preferences  and  an 
appropriate  occasion  for  conducting  the  relevant 
negotiations,  the  New  Delhi  Conference  should 
adopt  a  decision  to  bring  the  system  into  force 
by  1  January  1969  at  the  latest,  even  if  only 
provisionally,  i.e.,  even  though  the  negotiations 
may  not  have  been  completed. 

If  the  expected  agreement  is  reached  at  the 
second  session  of  UNCTAD  on  several  of 
the  basic  features  of  the  system  and  priority  is 
given  to  the  immediate  negotiation  of  others, 
there  would  seem  to  be  no  insuperable  obstacles 
to  the  entry  into  operation  on  1  January  1969, 
or  even  earlier,  of  the  arrangements  already 
agreed  upon,  while  the  negotiation  of  other 
points  still  open  to  question  can  be  continued 
later.  For  example,  it  is  agreed  in  principle  that 
the  system  of  preferences  should  cover  at 
least  the  products  comprised  in  chapters  XXV 
et  seq.  of  the  Brussels  Trade  Nomenclature,  and 
that  for  most  of  them  the  preferential  treatment 
would  consist  in  duty-free  access  to  markets, 
with  the  exclusion  of  products  on  the  lists  of 
exceptions. 

To  bring  the  system  of  preferences  into 
operation,  it  would  not  be  essential  for  agree¬ 
ment  to  have  been  reached  on  other  questions, 
such  as,  for  example,  the  definitive  form  and 
content  of  these  lists  of  exceptions  and  of  the 
lists  of  other  products  either  not  covered  at  all 
or  only  partly  covered  by  the  preferential 


system;  procedures  for  the  application  of  escape 
clauses;  equivalent  benefits  for  countries  cur¬ 
rently  enjoying  special  preferences;  the  dura¬ 
tion  of  the  system;  and  formulas  for  the  gra¬ 
dual  exclusion  from  the  preferential  system  of 
developing  countries  that  have  attained  a  satis¬ 
factory  competitive  position. 

The  solution  of  some  of  these  and  other 
problems  will  be  greatly  facilitated,  and  in 
some  cases  will  only  be  made  possible  by  the 
experience  acquired  in  the  actual  course  of 
operation  of  the  system  of  preferences.  More¬ 
over,  the  longer  its  entry  into  force  is  deferred, 
the  less  its  efficacy  will  be,  owing  to  the  gradual 
application  of  the  concessions  granted  by  the 
developed  countries  in  the  Kennedy  Round. 

2.  Programme  for  the  liberalization  and 

EXPANSION  OF  TRADE  IN  MANUFACTURES 

AND  SEMI-MANUFACTURES  OF  INTEREST  TO 

THE  DEVELOPING  COUNTRIES 

An  undertaking  on  the  part  of  the  developed 
countries  to  grant  general  preferential  treat¬ 
ment  to  the  developing  countries’  manufactured 
and  semi-manufactured  products  would  be  the 
most  efficient  contribution  that  the  second  ses¬ 
sion  of  UNCTAD  could  make  to  the  improve¬ 
ment  of  conditions  of  access  to  the  developed 
countries’  markets  for  the  products  in  question. 
But  there  are  several  other  aspects  of  trade 
relations  between  developing  and  developed 
countries  which  are  of  essential  interest  at  the 
same  level,  and  which  may  not  be  covered  by 
a  system  of  preferential  treatment  of  the  type 
analysed  in  the  preceding  section.  They  relate 
mainly  to  matters  complementary  to  the  pre¬ 
ferential  system,  such  as  the  elimination  of 
non-tarilf  restrictions  of  every  kind,  and  the 
effective  application  of  other  commitments, 
resolutions  and  recommendations  previously 
adopted  at  various  meetings  and  conferences. 

In  this  connexion,  the  developing  countries 
have  drawn  attention,  at  the  most  recent  ses¬ 
sions  of  the  Trade  and  Development  Board,  to 
the  slowness  of  the  progress  in  this  field.69  At 
GATT  meetings,  too,  it  has  been  pointed  out 
that  a  number  of  residual  import  restrictions 
are  still  being  applied  to  manufactures  and 
semi-manufactures  classified  as  of  special  export 
interest  to  the  developing  countries;  in  many 


59  The  Committee  on  Manufactures  alluded  to  the 
non-removal  of  barriers  against  exports  of  manufactures 
and  semi-manufactures  of  interest  to  the  developing 
countries,  and  recommended  that  sectoral  studies  should 
be  undertaken  first  on  wood  and  forest  products,  and 
later  on  fisheries  products  and  iron  ores. 
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instances,  these  restrictions  are  incompatible 
with  the  General  Agreement  itself.60 

All  this  suggests  the  necessity  of  combining 
preferential  treatment  for  the  developing  coun¬ 
tries’  manufactures  and  semi-manufactures  in 
the  developed  countries’  markets  with  the  adop¬ 
tion  of  specific  programmes  of  action  and  other 
measures  directed  towards  various  objectives 
whose  attainment  will  strengthen  the  export 
prospects  of  the  products  concerned  under 
existing  market  conditions. 

Of  basic  importance  in  such  a  plan  of  action 
is  fulfilment  of  the  undertaking  to  refrain  from 
increasing  the  incidence  of  restrictions  on  pro¬ 
ducts  currently  or  potentially  of  special  export 
interest  to  the  developing  countries.  This  stand¬ 
still  commitment  in  its  turn  is  directly  linked 
to  the  application  of  restrictions  on  grounds  of 
market  disruption.  It  would  be  of  little  use  to 
improve  conditions  of  access  to  the  developed 
countries’  markets  for  the  developing  countries’ 
manufactures  and  semi-manufactures,  if,  in  the 
event  of  the  generation  of  fairly  large-scale 
export  flows  of  some  of  these  products,  the  im¬ 
porter  countries  began  to  invoke  escape  clauses 
to  justify  the  application  of  restrictions  (par¬ 
ticularly  on  the  grounds  that  market  disruption 
was  occurring  or  might  occur),  without  first 
seeking  to  modify  their  own  structure  of  pro¬ 
duction  on  lines  that  would  permit  of  solutions 
compatible  at  least  with  the  maintenance  of 
the  said  trade  flows. 

In  addition  to  the  system  of  preferences, 
therefore,  a  liberalization  programme  would 
have  to  be  adopted  in  favour  of  the  manufac¬ 
tures  and  semi-manufactures  of  developing  coun¬ 
tries,  whose  essential  provisions  should  relate 
to  the  following  objectives,  inter  alia : 

(a)  The  establishment  of  a  specific  pro¬ 
gramme  for  the  reduction  and  gradual  elimina¬ 
tion  of  quantitative  and  other  non-tariff  restric¬ 
tions  applied  by  the  developed  countries  to 
products  currently  or  potentially  of  special 
export  interest  to  the  developing  countries. 
Such  a  programme  is  a  sine  qua  non  for  the 
effective  implementation  of  the  specific  pro¬ 
visions  of  the  General  Agreement  on  Tariffs 
and  Trade,  part  IV,  article  XXXVII.  Should 
the  general  reduction  or  elimination  of  such 
restrictions,  in  particular  those  described  as 
“residual”,  be  impossible,  they  could  at  least 
be  reduced  or  eliminated  in  favour  of  imports 
from  the  developing  countries; 


60  See,  for  example,  the  reports  of  the  Committee  on 
Trade  and  Development,  the  Group  on  Residual  Restric¬ 
tions,  and  the  GATT  Negotiations  Committee  for  the 
Kennedy  Round. 


( b )  The  developed  countries  should  also 
undertake  to  adopt,  in  the  event  of  their  being 
faced  with  market  disruption  problems,  internal 
measures  to  promote  adjustments  of  their  in¬ 
dustrial  structure,  especially  the  conversion  of 
any  industries  that  are  unfitted  to  cope  with 
immediate  or  potential  competition  from  their 
counterparts  in  the  developing  countries.  This 
would  be  an  essential  prerequisite  for  a  new  and 
more  dynamic  international  division  of  labour 
which  would  promote  the  expansion  or  estab¬ 
lishment  of  industries  producing  mainly  for 
export  in  the  developing  countries.  The  appli¬ 
cation  of  this  principle  would  imply  the  need 
for  the  developed  countries  to  adopt  aid  pro¬ 
grammes  in  support  of  internal  industries  or 
activities  adversely  affected  by  competition  from 
imports  of  developing  countries’  products,  so 
as  to  facilitate  their  conversion  to  other  activi¬ 
ties  or  sectors  in  which  their  efficiency  or 
productivity  might  be  greater;61 

(c)  In  cases  where  tariff  and  non-tariff  restric¬ 
tions  are  based  on  apprehensions  as  to  competi¬ 
tion  from  products  exported  by  other  developed 
countries,  an  endeavour  should  be  made  to 
accord  individual  treatment  to  products  from 
developing  countries  through  the  opening  of 
tariff  sub-items.  In  this  connexion,  a  very 
valuable  contribution  is  represented  by  the 
Customs  Co-operation  Council’s  offer  to  col¬ 
laborate  in  studying  the  technical  possibilities 
of  identifying  those  products  of  export  interest 
to  the  developing  countries  whose  characteristics 
may  differ  from  those  produced  in  developed 
countries;  and  in  respect  of  which  tariff  reduc¬ 
tions  could  be  negotiated;62 

(d)  The  developed  countries  should  seek  to 
reduce  their  margins  of  effective  tariff  protec¬ 
tion  for  primary  products  at  various  stages  of 
processing  not  included  in  the  system  of  pre¬ 
ferences  for  manufactures  and  semi-manufac¬ 
tures,  so  as  to  allow  or  encourage  their  pro¬ 
cessing  in  the  developing  countries.  It  often 
happens  that  a  higher  degree  of  effective  pro¬ 
tection  is  also  related  to  the  number  of  stages 
of  processing,  particularly  in  the  case  of  food 
products  or  final  consumer  goods;63 


61  See  the  provisions  of  the  United  States  1962  Trade 
Expansion  Act  set  forth  in  chapter  II,  section  A,  above. 

62  For  example,  on  the  basis  of  studies  carried  out  on 
textile  products  made  on  hand  looms,  the  Customs  Co¬ 
operation  Council  formulated  recommendations  which 
served  as  a  basis  for  the  Nordic  countries’  decision, 
announced  at  the  second  session  of  the  UNCTAD  Com¬ 
mittee  on  Manufactures,  to  grant  tariff  reductions  on 
products  of  this  type. 

63  See  the  study  prepared  for  UNCTAD  by  Bela  Ba- 
lassa  under  the  title  “The  structure  of  protection  in  the 
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(e)  The  liberalization  process  for  manufac¬ 
tures  and  semi-manufactures  of  special  interest 
to  the  developing  countries  should  also  cover 
the  “invisible”  restrictions  implicit  in  health 
provisions,  regulations  relating  to  mixing, 
standards,  techniques,  packing,  brands,  quality, 
etc..,  which  are  also  acquiring  increasing  im¬ 
portance,  in  both  relative  and  absolute  terms, 
as  effective  instruments  for  the  restriction  of 
imports.  An  inventory  of  such  restrictions  must 
be  made,  and  their  nature,  scope  and  effects 
defined,  in  order  to  determine  how  far  they  are 
justified  and  to  promote  their  elimination  or 
modification  in  the  light  of  objective  criteria, 
particularly  in  cases  where  their  application  is 
left  to  administrative  discretion,  and  therefore 
creates  situations  of  uncertainty  for  exporters  in 
developing  countries,  who  do  not  know  until  a 
shipment  reaches  its  destination  whether  it  will 
or  will  not  be  considered  acceptable.  It  would 
also  be  advisable  to  request  a  group  of  experts 
to  prepare  a  code  of  regulations  with  which 
the  content  and  application  of  health  provisions 
and  other  regulations  normally  accepted  as 
legitimate  should  be  brought  into  line,  in  order 
to  prevent  their  serving  as  cover  for  improper 
import  restrictions.  Consultation  machinery  or, 
better  still,  a  court  of  arbitration  should  be 
established  to  deal  with  complaints  of  non- 
compliance  with  the  regulations  in  question;64 

(/)  In  the  study  of  maritime  transport  prob¬ 
lems,  an  exhaustive  examination  should  be 
made  of  the  availability  of  shipping  space  and 
the  incidence  of  freight  charges,  since,  as  these 
often  depend  on  the  scale  and  direction  of  trade 
flows,  they  usually  represent  a  proportionally 
heavier  burden  for  developing  countries’  exports 
to  developed  or  other  developing  countries; 

(g)  Lastly,  in  connexion  with  the  developed 
countries’  current  or  future  commitments  to 
liberalize  their  imports  of  manufactures  or 
semi-manufactures  from  the  developing  coun¬ 
tries,  the  problem  of  the  escape  clauses  once 
again  arises.  As  they  are  applied  at  present, 
they  restrict  the  scope  of  the  commitments  to 
a  greater  or  lesser  extent,  and  often  render 
them  inoperative. 


industrial  countries  and  its  effects  on  the  exports  of  pro¬ 
cessed  goods  from  developing  nations”  (TD/B/C.2/36, 
May  1967),  which  includes  a  table  showing  nominal 
and  effective  tariffs  on  specific  products,  according  to 
their  degree  of  processing,  in  the  major  industrial 
countries. 

64  See,  for  example,  the  provisions  of  the  General 
Agreement  on  Tariffs  and  Trade,  article  X. 


3.  Some  problems  related  to  the  supply 

AND  PROMOTION  OF  EXPORTS  OF  LATIN  AMERI¬ 
CAN  MANUFACTURES  AND  SEMI-MANUFACTURES 

In  considering  the  problems  related  to  supply 
and  exports  of  manufactures,  a  distinction 
should  be  drawn  between  countries  which  al¬ 
ready  have  a  sufficiently  broad  industrial  base 
and  those  whose  industrial  or  manufacturing 
base  is  at  a  very  incipient  stage.  In  the  latter, 
trade  in  manufactures  can  only  increase  if  the 
productive  base  is  expanded  and,  in  particular, 
if  potential  export  industries  are  established. 

The  problem  is  very  different  in  countries 
which  already  possess  a  fairly  broad  industrial 
base  and  whose  exports  of  manufactures  should 
be  far  more  dynamic  than  they  have  been  so 
far.  This  is  attributable  to  several  well-known 
factors,  particularly  the  slanting  of  their  in¬ 
dustrial  development  almost  exclusively  towards 
the  domestic  market,  and  the  high  tariffs  by 
which  such  development  has  always  been  pro¬ 
tected.  The  result  is  a  large  number  of  industries 
which  are  relatively  inefficient  because  of  the 
small  domestic  markets,  the  absence  of  the  in¬ 
centive  of  competition,  the  fact  that  they  are 
compelled  to  use  inputs  produced  locally  at  a 
high  cost — which  puts  them  at  a  disadvantage 
on  world  markets — and  the  lack  of  a  suitable 
economic  policy  in  most  countries.  Entrepre¬ 
neurs,  for  their  part,  have  generally  shown  no 
interest  in  launching  out  to  the  external  market. 

This  absence,  in  some  cases,  of  an  export 
mentality  on  the  part  of  entrepreneurs  and  of 
a  systematic  government  policy  for  promoting 
exports  is  evident  from  the  fact  that  most  in¬ 
dustrial  plants  rarely  work  at  over  70  per  cent 
of  their  installed  capacity.  In  other  words,  there 
is  usually  a  considerable  margin  of  idle  ca¬ 
pacity  and,  therefore,  an  export  potential  which 
cannot  be  made  use  of,  although  if  it  could 
production  costs  would  drop  considerably.  It  is 
only  in  exceptional  cases,  generally  associated 
with  periods  of  severe  economic  recession  and 
therefore  of  limited  domestic  demand,  that  entre¬ 
preneurs  have  been  interested  in  seeking  export 
markets.  While  they  have  usually  obtained  fairly 
satisfactory  results,  their  interest  has  flagged 
with  the  recovery  of  domestic  demand. 

It  should,  however,  be  recognized  that  in  the 
last  few  years  a  number  of  Latin  American 
enti  epreneurs  have  shown  themselves  increas¬ 
ingly  concerned  with  the  export  trade  and  have 
been  making  greater  efforts  to  sell  their  products 
in  foreign  markets,  while  the  governments  have 
been  adopting  a  variety  of  measures  to  pro- 
mote  these  exports.  These  measures,  however, 
have  been  of  relatively  limited  scope  and  have 
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not  been  welded  into  a  coherent  and  systematic 
programme.  The  same  reservations  apply  to 
the  technical  assistance  which  the  countries  have 
been  receiving  with  regard  to  both  the  estab¬ 
lishment  and  the  expansion  of  export  industries 
and  to  the  actual  promotion  of  exports  of 
processed  and  semi-processed  products. 

Studies  carried  out  by  the  secretariat  of 
ECLA,  in  collaboration  with  that  of  UNCTAD, 
on  the  background  data  and  prospects  for  ex¬ 
ports  of  manufactures  from  some  Latin  American 
countries  at  a  fairly  advanced  stage  of  industrial 
development65  (see  estimates,  table  4,  p.  70)  show 
how  far  such  exports  might  be  increased  over 
the  short  and  medium  term  merely  by  making 
full  use  of  the  various  industries’  existing  pro¬ 
duction  capacity,  provided  that  the  above- 
mentioned  obstacles  are  satisfactorily  overcome 
and  that  other  requirements  such  as  adequate 
supplies  of  raw  materials,  better  operating  con¬ 
ditions  for  industry  and  some  institutional  im¬ 
provements  are  fulfilled.  Although  these  esti¬ 
mates  only  represent  orders  of  magnitude,  they 
indicate  the  extent  to  which  the  growth  of 
Latin  America’s  exports  of  manufactures  is  ob¬ 
structed  by  factors  attributable  to  supply  con¬ 
ditions,  and  the  considerable  growth  potential 
which  could  be  turned  to  account  by  energetic 
and  systematic  action.  However,  this  in  no  way 
lessens  the  obstacles  to  growth  resulting  from 
existing  or  potential  restrictions  which  prevent 
these  products  from  entering  the  markets  of 
developed  countries. 

In  order  to  make  better  use  of  this  growth 
potential  and  overcome  the  existing  limitations, 
the  Governments  of  the  developing  States  agreed 

65  See  “Short-  and  medium-term  prospects  for  export 
of  manufactures  from  selected  developing  countries” 
(Chile,  TD/B/C.2/33;  Argentina,  TD/B/C.2/34;  Bra¬ 
zil,  TD/B/C.2/35;  Venezuela,  TD/B/C.2/40;  and  Co¬ 
lombia,  TD/B/C.2/45).  These  studies  were  presented 
jointly  by  the  secretariats  of  UNCTAD  and  ECLA  to 
the  Committee  on  Manufactures  of  UNCTAD  at  the 
session  held  in  July  1967. 


to  suggest  to  UNCTAD  and  the  United  Nations 
Organization  for  Industrial  Development  that 
further  steps  should  be  taken  to  develop  and 
promote  their  exports  of  manufactures. 

As  a  result  of  various  moves  on  the  part  of 
the  United  Nations,  it  was  decided  to  establish 
the  United  Nations  Export  Promotion  Pro¬ 
gramme  to  take  care  of  the  provision  and  co¬ 
ordination  of  technical  assistance  to  developing 
countries  in  this  field,  through  an  international 
trade  centre  set  up  jointly  by  UNCTAD  and 
GATT.  The  system  will  operate  in  close  co¬ 
operation  with  the  regional  commissions.  It 
will  provide  specialized  technical  assistance  to 
the  developing  countries  requesting  it,  and  it 
can  draw  on  the  resources  of  other  specialized 
agencies. 

Accordingly,  in  order  to  supplement  more 
suitable  industrial  development  policies  and 
other  internal  measures  it  will  be  necessary  to 
adopt  other  measures  in  the  sphere  of  interna¬ 
tional  co-operation  aimed  mainly  at: 

(а)  Greater  and  more  effective  international 
technical  and  financial  assistance  in  improving 
the  domestic  productivity  and  international  com¬ 
petitive  position  of  industries  in  developing 
countries,  with  emphasis  on  the  identification, 
programming  and  development  of  export  in¬ 
dustries  ; 

(б)  Technical  assistance  for  the  promotion 
of  exports  at  the  national  level  (including  man¬ 
power  training  at  different  levels,  quality  and 
packing  control,  etc.),  and  in  the  form  of  ex¬ 
ternal  market  research  on  products  for  which 
developing  countries  may  have  existing  or  po¬ 
tential  export  prospects.  It  would  be  particularly 
useful  if  UNCTAD  could  collaborate  with 
UNIDO,  GATT  and  the  regional  economic  com¬ 
missions  in  both  this  respect  and  that  referred 
to  in  paragraph  (a)  ; 

(c)  Expansion  of  markets  for  developing 
countries’  industries  through  regional  co-opera¬ 
tion,  integration  and  complementarity. 


D.  The  financing  of  trade  and  development 


1.  External  sector  financial  trends  in  the 
Latin  American  countries 

In  1964-66  the  annual  growth  rate  of  total 
exports  from  the  region  (excluding  Cuba)  was 
higher  than  in  previous  years  and,  partly  as  a 
result  of  this,  Latin  America  was  able  to  over¬ 
come  the  serious  stagnation  of  total  imports  from 
1961  to  1963  (see  table  5).  The  factors  determin¬ 
ing  the  improvement  in  exports  in  1964-66  were 
mainly  temporary,  and  external  demand  declined 
steadily  towards  the  end  of  1966  and  more 


sharply  in  1967— as  reflected  in  the  drop  in 
external  prices  of  many  export  items. 

Consequently,  there  has  been  renewed  pressure 
on  the  balance  of  payments  of  most  countries 
of  the  region,  with  a  widening  of  the  persistent 
gap  between  export  earnings  and  the  growing 
foreign  exchange  needs  for  external  payments. 
The  larger  amounts  involved  in  servicing  foreign 
investment  and  loans  during  the  past  few  years, 
the  limitations  on  a  larger  net  inflow  of  foreign 
capital — both  because  of  its  higher  cost  and  the 
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Table  4 


TOTAL  EXPORTS  AND  EXPORTS  OF  MANUFACTURES,  SHORT-  AND  MEDIUM-TERM 
PROJECTIONS  FOR  SELECTED  COUNTRIES,  1960,  1963  AND  1965 


{Millions  of  dollars) 


Exports 

Estimated  potential 
export  capacity 

I960 

1963 

1965 

Short  term: 
1-2  years 

Medium  term: 
4-5  years 

Argentina 

Total  exports  . 

1,365 

1,493 

Exports  of  manufactures  . 

.  116 

201 

.  • . 

317 

406 

Brazil 

Total  exports  . 

1,407 

1,596 

Exports  of  manufactures  . 

50 

158 

161a 

209a 

99b 

131b 

Chile 

Total  exports  . 

542 

688 

Exports  of  manufactures  . 

34 

93 

100 

200 

Colombia 

Total  exports  . 

447 

539 

Exports  of  manufactures  . 

16 

41 

61 

108 

V  enezuela 

Total  exports  . 

2,465 

2,460 

Exports  of  manufactures0  . . . 

31 

14 

135 

184 

T otal  for  the  five  countries 

Total  exports  . 

.  5,687 

6,226 

6,776 

Exports  of  manufactures  . . 

.  200 

332 

507d 

774 

1,107 

Source:  “Short  and  medium-term  prospects  for  export  of  manufactures  from 
(Chile,  TD/B/C.2/33 ;  Argentina,  TD/B/C.2/34;  Brazil,  TD/B/C.2/35;  Venezuela 
B/C.2/45). 

a  Alternative  I,  with  restricted  domestic  demand. 
b  Alternative  n,  with  normal  domestic  demand. 
c  Provisional  figures. 


selected  developing  countries” 
,  TD/B/C.2/40;  Colombia,  TD/ 


d  This  total  was  obtained  by  assuming  that  the  value  of  Argentina’s  exports  of  manufactures  in  1965  was  the 
same  as  in  1963  and  1964. 


shortness  of  the  repayment  periods — and  the 
relatively  low  levels  of  international  reserves  in 
many  countries,  all  mean  that  imports  are  more 
likely  to  feel  the  effects  of  the  insufficient  growth 
of  external  purchasing  power.  There  is  no  real 
change,  therefore,  in  the  diagnosis  of  the  situa¬ 
tion  that  has  been  facing  the  Latin  American 
countries  for  many  years.66 


66  See,  inter  alia.  The  economic  development  of  Latin 
America  in  the  post-war  period  (United  Nations  publi¬ 
cation,  Sales  No.:  64.II.G.6),  and  “Latin  America  and 
the  United  Nations  Conference  on  Trade  and  Develop¬ 
ment  (E/CN. 12/693) ,  which  is  included  in  Proceedings 
of  the  United  Nations  Conference  on  Trade  and  Develop¬ 
ment,  vol.  VII,  and  was  published  in  Spanish  under  the 
titte  of  El  Comercio .  internacional  y  el  desarrollo  de 
America  Latina  (Mexico,  Fondo  de  Cultura  Economica, 


In  the  Charter  of  Tequendama  and  the  Charter 
of  Algiers  a  number  of  common  positions  have 
been  adopted  on  the  need  to  reach  agreement  at 
the  second  session  of  UNCTAD  on  a  series  of 
international  financial  measures  aimed  at  sub¬ 
stantially  raising  the  developed  countries’  con¬ 
tribution  to  the  balanced  growth  of  developing 
States.  These  measures  include  the  following: 
developed  countries  should  supply  at  least  1  per 
cent  of  their  gross  national  product  for  net 
financial  flows  to  the  developing  countries;  the 
International  Bank  for  Reconstruction  and  De- 
velopment  should  he  transformed  into  a  develop¬ 
ment  bank  for  supplying  credit  exclusively  to 
developing  countries;  the  resources  of  the  Inter¬ 
national  Development  Association  should  be 
augmented  and  all  other  international  credit 
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c Including  private  transfer  payments  (grants). 
d  Provisional  figures. 
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a  Excluding  Cuba. 
b  Including  reinvestment. 
e  Provisional  figures. 


operations  should  be  on  terms  currently  applied 
by  IDA;  a  multilateral  interest  equalization  fund 
should  be  created;  short-  and  medium-term 
debts  should  be  consolidated  into  long-term 
obligations  in  order  to  alleviate  the  excessive 
burden  on  the  balance  of  payments  in  developing 
countries;  a  supplementary  financing  scheme 
should  be  adopted  on  the  basis  of  a  consensus 
to  be  reached  after  considering  the  proposal 
prepared  by  the  International  Bank;  conditions 
governing  drawings  on  the  International  Mone¬ 
tary  Fund  under  the  compensatory  financing 
scheme  should  be  made  more  flexible;  and,  lastly, 
the  needs  of  developing  countries  should  be 
duly  considered  in  establishing  conditions  for 
access  to  the  additional  international  liquidity 
recently  approved  by  IMF. 

Although  these  suggestions  do  not  cover  all 
the  financial  questions  affecting  the  position  of 
developing  countries,  they  constitute  a  minimum 
programme  for  the  decisions  which  will  have  to 
be  negotiated  at  the  second  session  of  UNCTAD 
and  subsequently. 

Consideration  of  financial  aspects  of  the  ex¬ 
ternal  sector  of  the  Latin  American  economies  as 
a  whole  can  only  be  on  the  basis  of  generaliza¬ 
tions  which  are  not  always  valid  for  a  particular 
country.  Nevertheless,  the  conclusions  reached 
illustrate  the  nature  of  the  problems  affecting 
these  countries. 

The  growing  volume  of  net  external  factor 
payments  has  already  been  mentioned.  The  next 
point  to  examine  is  the  recent  evolution  of  net 
transfers  of  foreign  resources  to  Latin  America, 
for  which  purpose  the  net  movements  of  capital 
are  shown  in  table  6.  If  the  amount  of  those 
payments  (as  shown  in  table  5)  is  compared 
with  the  net  autonomous  or  non-compensatory 
capital  movements  included  in  table  6,  it  will  be 
seen  that  in  the  two  periods  1961-63  and  1964-66 
there  was  a  net  outflow  of  funds  from  the  region. 
Since  imports  cannot  be  contained  beyond  cer¬ 
tain  limits  without  affecting  the  domestic  econ¬ 
omy  it  is  understandable  that  Latin  America’s 
total  international  reserves  should  have  been 
subjected  to  strong  pressures,  which  in  1962 
brought  them  to  their  lowest  level  in  the  past 
fifteen  years.  The  modest  recovery  between  1963 
and  1965  was  halted  in  1966  when  they  once 
again  declined  (see  table  7). 

This,  together  with  the  rigidity  and  size  of 
the  external  debt  servicing,  will  undoubtedly 
severely  restrict  Latin  America’s  chances  of 
speeding  up  its  rate  of  development,  unless  there 
is  a  considerable  change  in  the  next  few  years  in 
external  financing  terms  for  the  developing  coun¬ 
tries,  or  a  radical  reorientation  of  international 
trade  policy. 


A  number  of  technical  studies  have  recently 
revealed  a  serious  widening  of  the  gap  between 
foreign  exchange  needs  and  availabilities  in  the 
developing  countries  in  general  and  in  the  Latin 
American  countries  in  particular.67 

This  research  leads  to  the  conclusion  that 
even  a  slight  improvement  in  the  rate  of  eco¬ 
nomic  growth  will  call  for  a  substantial  increase 
in  net  transfers  of  funds  to  the  developing  coun¬ 
tries,  and  an  expansion  and  diversification  of  ex¬ 
ports  which  will  be  very  hard  to  achieve,  given 
the  prevailing  conditions  in  international  trade 
and  present  international  economic  policy.  Fi¬ 
nancial  problems  also  arise  that  will  demand  im¬ 
mediate  attention.  Service  payments  on  external 
investment  and  loans  tend  to  increase  much 
faster  than  exports,  and  will  lead  to  an  even 
greater  reduction  of  the  capacity  to  import  than 
in  the  last  few  years.  This  will  frustrate  the  ef¬ 
forts  made  in  some  of  the  Latin  American  coun¬ 
tries  to  generate  the  necessary  expansion  of 
their  export  trade,  which  have  had  powerful  re¬ 
percussions,  owing  to  the  nature  of  the  measures 
that  have  been  adopted  in  some  instances  to 
encourage  exports  and  restrict  imports,  and  thus 
enable  the  countries  concerned  to  meet  their 
service  commitments  (amortization  and  interest 
payments  on  external  loans  and  profits  and  divi¬ 
dends  on  foreign  investment). 

In  a  recent  IBRD  study,68  attention  is  drawn 
to  the  magnitude  of  the  disbursements  which  the 
Latin  American  countries  will  have  to  make  in 
the  next  few  years  under  the  head  of  amortiza¬ 
tion  and  interest  payments  on  the  public  debt 
and  the  officially-guaranteed  private  debt.  When 
other  short-term  debts — the  non-guaranteed  pri¬ 
vate  debt  and  the  dividends  and  profits  payable 
— are  also  taken  into  account,  the  resulting  total 
shows  the  urgency  of  correcting  the  situation 
without  delay.  Otherwise,  the  Latin  American 
countries  will  be  unable  to  obtain  the  capital 
goods,  raw  materials  and  intermediate  products 
which  they  require  in  ever-growing  quantities 
in  order  to  further  their  economic  development. 
Not  only  will  the  endeavour  to  improve  the  rate 
of  economic  growth  have  been  in  vain,  but  in 
many  Latin  American  countries  it  will  be  dif- 
cult  even  to  maintain  the  existing  levels  of  eco¬ 
nomic  activity. 


07  See  F.  Gerard  Adams,  “Alternative  projections  of 
the  foreign  exchange  ‘gap’:  a  reconciliation”  (ID/B/ 
C.3/30L  prepared  at  the  request  of  the  UNCTAD 
secretariat. 

68  IBRD,  External  medium -  and  long-term  public  debt. 
Past  and  projected  amounts:  outstanding  transactions 
and  payments  1956-75  (October  1966).  It  should  be 
noted  that  the  Bank  does  not  assume  responsibility  for 
the  accuracy  and  coverage  of  the  statistics  quoted  in 
the  study. 
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Table  7 

GOLD  AND  FOREIGN  EXCHANGE  HOLDINGS,  BY 
MAJOR  GROUPS  OF  COUNTRIES 

(Millions  of  dollars) 


Year 

Latin 
American 
countries a 

Other 
developing 
countries b 

Industrialized 
countries b 

1950  .... 

2,757 

6,475 

37,400 

1953  .... 

2,853 

6,960 

39,590 

1957  .... 

3,434 

6,325 

44,130 

1960  .... 

2,746 

6,700 

47,560 

1961  .... 

2,640 

5,860 

45,120 

1962  .... 

2,135 

6,070 

45,815 

1963  .... 

2,610 

6,540 

47,335 

1964  .... 

2,735 

6,505 

48,750 

1965  .... 

3,165 

7,305 

48,835 

1966  .... 

2,975 

7,970 

48,665 

Source :  IMF,  International  Financial  Statistics, 
Supplement  to  1963/64,  1966/67. 

a  Excluding  Cuba  and  including  Jamaica. 

b  According  to  IMF  classification. 

In  the  transactions  between  Latin  American 
countries  and  international  financing  agencies, 
although  operations  with  the  Inter-American 
Development  Bank  have  increased  and  the  re¬ 
gion’s  share  in  the  total  loans  authorized  by 
IBRD  has  remained  virtually  the  same  (though 
with  a  higher  percentage  of  utilization),  its 
relative  position  has  deteriorated  somewhat  in 
transactions  with  the  International  Finance  Cor¬ 
poration,  and  markedly  so  in  transactions  with 
IDA,  which  grants  very  easy  terms.  Moreover, 
although  IMF  transactions  are  not  development 
credit  operations  but  are  intended  to  cover 
balance-of-payments  deficits,  in  the  past  three 
years  Latin  America  has  recorded  a  net  outflow 
of  funds  vis-a-vis  IMF,  in  contrast  with  the 
position  of  other  developing  countries  in  their 
transactions  with  the  Fund. 

In  conclusion,  unless  and  until  there  is  a 
radical  change  in  the  pattern  of  the  flow  of  funds 
into  the  developing  countries — as  regards  both 
the  amount  of  assistance  provided  and  the  terms 
on  which  it  is  offered — the  Latin  American 
countries  will  find  it  more  and  more  difficult 
to  finance  their  economic  development,  and  the 
endeavours  made  in  recent  years  to  expand  their 
capacity  to  export  will  be  crushed  under  the 
growing  burden  of  their  external  payments 
situation. 

The  UNCTAD  secretariat  has  carried  out  a 
study  (TD/B/C.3/36)  on  the  developing  coun¬ 
tries’  new  capital  requirements  if  net  inflows 


are  to  be  maintained  at  their  present  level.  The 
basic  assumption  is  that  the  terms  on  which 
assistance  is  given  will  take  one  of  the  following 
three  alternative  forms: 

1.  Terms  generally  similar  to  those  current 
in  1966; 

2.  IDA-like  terms  (50-year  maturity,  10-year 
grace  period,  no  interest,  and  a  service  rate 
of  0.75  to  1  per  cent)  ; 

3.  Terms  similar  to  those  generally  applied 
by  IBRD  in  the  case  of  development  credits 
(25-year  maturity,  5-year  grace  period  and  in¬ 
terest  rate  of  6  per  cent  per  annum). 

On  the  basis  of  these  three  alternatives,  pro¬ 
jections  were  formulated  of  the  gross  loans  re¬ 
quired,  the  debt  outstanding,  and  the  percentage 
of  gross  loans  that  will  be  absorbed  by  debt 
service,  if  net  credit  inflows  are  to  increase  at 
an  annual  rate  of  5  per  cent  (see  table  8). 

At  the  first  session  of  UNCTAD,  a  project 
was  presented  (E/CONF. 46/C. 3/2)  for  the  es¬ 
tablishment  of  an  interest  equalization  fund, 
financed  by  the  developed  countries  or  by 
IBRD,  as  a  means  of  obtaining  resources  from 
the  traditional  capital  markets  for  IDA,  which 
would  lend  them  to  the  developing  countries  on 
its  usual  terms. 

Table  8 

ANNUAL  GROSS  LOANS,  DEBT  OUTSTANDING 

AND  PERCENTAGE  OF  GROSS  LOANS  THAT 

WILL  BE  ABSORBED  BY  DEBT  SERVICE 


(Thousands  of  millions  of  dollars) 


Terms 

Annual 

gross 

loans 

Debt 

out¬ 

standing 

Debt  service 
as  a  percentage 
of  gross 
capital 
inflow 

First  alternative 

1966  . 

11.4 

32.3 

35.1 

1970  . 

13.9 

50.9 

46.7 

1975  . 

16.1 

78.7 

54.0 

Second  alternative 

1966  . 

11.4 

32.3 

35.1 

1970  . 

13.4 

49.7 

44.8 

1975  . 

13.9 

72.4 

46.8 

Third  alternative 

1966  . 

11.4 

32.3 

35.1 

1970  . 

14.5 

52.1 

49.0 

1975  . 

17.5 

85.6 

57.7 

Source :  UNCTAD,  “Problems  of  debt  servicing:  The 
outlook  for  debt  service”  (TD/B/C.3/36),  tables  2 
and  3. 
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The  developed  countries  claim  that  legal  and 
technical  difficulties  would  be  created  for  their 
governments  by  the  fact  that  the  interest  equali¬ 
zation  fund  would  involve  them  in  long-term 
commitments  for  an  indefinite  period.  If  these 
operational  difficulties  could  be  overcome  and 
the  proposal  put  into  effect,  this  system  might 
do  much  to  augment  the  flow  of  capital  into 
developing  countries  or  consolidate  the  external 
debt  in  countries  with  a  critical  balance-of-pay- 
ments  situation. 

In  part  two,  section  C,  of  the  Charter  of 
Algiers  and  in  the  Charter  of  Tequendama,  the 
developing  countries  endorsed  the  proposal  to 
create  a  multilateral  interest  equalization  fund 
to  cover  the  interest  margin  between  loans  ob¬ 
tained  on  international  capital  markets  and  the 
resources  channelled  to  developing  countries. 

Similarly,  consideration  should  he  given  to 
the  idea  of  the  industrialized  countries  establish¬ 
ing  national  interest  equalization  funds  for  the 
same  purpose.  This  would  make  it  considerably 
easier  to  establish  a  multilateral  interest  equali¬ 
zation  fund  at  a  later  date. 

2.  International  financing  policy  and  flows 

In  different  forums  and  on  different  occasions, 
the  highest  authorities  of  international  financing 
agencies  have  referred  with  marked  pessimism 
to  the  evolution  of  the  financial  flows  from  in¬ 
dustrialized  countries  to  developing  areas,  which, 


far  from  attaining  the  objectives  established  for 
the  Development  Decade,  displays — two-thirds 
of  the  way  through  the  period — the  following 
characteristics:  virtual  stagnation  of  the  total 
amount  of  aid;  a  decrease  in  assistance  as  a 
proportion  of  the  income  of  the  developed  coun¬ 
tries;  a  reduction  in  the  proportion  of  assistance 
extended  in  the  form  of  donations  and  “soft” 
credits;  an  increase  in  the  proportion  of  “tied” 
credits;  higher  interest  rates;  shorter  average 
maturity  periods. 

Table  9  shows  disbursements  made  over  the 
period  1961-66  by  the  countries  members  of  the 
Development  Assistance  Committee  (DAC).69 

If  interest  payments  (which  rose  from  223 
million  dollars  in  1961  to  494  million  in  1966) 
are  deducted  from  total  official  disbursements, 
the  net  flow  of  financial  resources  would  be 
virtually  the  same  throughout  the  period,  except 
in  1964,  when  there  was  a  decline. 

On  the  other  hand,  private  disbursements  fol¬ 
lowed  a  very  erratic  course.  As  defined  by  the 
Organisation  for  Economic  Co-operation  and 
Development,  the  figures  include  new  invest¬ 
ment  and  loans  net  of  disinvestment,  repatria¬ 
tion  of  principal  and  amortization  of  capital  in 

69  Composed  of  representatives  of  Australia,  Austria, 
Belgium,  Canada,  Denmark,  France,  the  Federal  Repub¬ 
lic  of  Germany,  Italy,  Japan,  the  Netherlands,  Norway, 
Portugal,  Sweden,  the  United  Kingdom,  the  United 
States  and  the  Commission  of  the  European  Economic 
Community. 


Table  9 

NET  OFFICIAL  AND  PRIVATE,  BILATERAL  AND  MULTILATERAL  DISBURSEMENTS 

BY  DACa  MEMBER  COUNTRIES,  1961-66 


(Millions  of  dollars) 


mi 

1962 

1963 

1964 

1965 

1966 

Official  disbursements 

Grants  and  grant-like  operations  . 

Long-term  loans,  net  . 

Total  bilateral  disbursements 

4,035.5 

1,248.0 

5,283.6 

4,115.8 

1.322.2 

5.438.2 

4,047.1 

1,678.1 

5,718.9 

3,881.5 

1,604.3 

5,485.8 

3,780.4 

1,980.7 

5,761.1 

3,761.2 

2,157.9 

5,919.1 

Operations  with  multilateral  agencies,  net. . 

Total  official  disbursements 

770.8 

6,054.4 

551.7 

5,989.9 

361.6 

6,080.5 

374.9 

5,860.7 

451.8 

6(212.7 

512.7 

6,431.7 

Private  disbursements 

Investment  and  lending,  net . 

Export  credits  . 

Total  private  disbursements 
Total  official  and  private  disbursements 

2.562.9 
698.6 

3,269.5 

9.323.9 

1,929.3 

657.9 

2,587.2 

8,576.9 

1,847.9 

533.7 

2,381.6 

8,462.1 

2,332.4 

875.8 

3,208.2 

9,068.9 

3,338.8 

736.5 

4,075.3 

10,288.1 

2,300.4 

1,131.7 

3,432.2 

9,863.9 

Sources :  1961-62:  OECD,  The  Flow  of  Financial  Resources  to  Less-developed  Countries,  1961-1965,  p.  201, 
table  A.l;  1963-66:  OECD,  Development  Assistance  Efforts  and  Policies,  1967  Review,  pp.  184-185,  table  2. 
a  Development  Assistance  Committee,  see  footnote  69. 
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credits  and  loans.  In  other  words,  they  exclude 
payments  of  profits,  dividends  and  interest, 
which  are  substantial  and  could  appreciably  re¬ 
duce  the  net  amounts  available  to  developing 
countries.  Nor  are  export  credits  computed  since 
they  are  excluded  in  the  definition  of  net  finan¬ 
cial  resources  given  in  annex  A.IV.2,  paragraph 
4,  of  the  Final  Act  of  the  first  session  of 
UNCTAD.70 

As  regards  the  objective  of  transferring  1  per 
cent  of  national  income  to  the  developing  coun¬ 
tries,  which,  in  accordance  with  recommendation 
A.IV.2,  each  economically  advanced  country 
should  endeavour  to  attain,  table  10  is  self- 
explanatory. 

The  table  gives  the  percentage  estimated  by 
DAC  to  represent  official  and  private  flows  and 
the  reconciliation  prepared  by  DAC  in  order 
to  make  its  figures  compatible  with  those  worked 
out  by  various  United  Nations  agencies.71 

Column  E  shows  the  percentage  figures  cal¬ 
culated  by  the  United  Nations,  which  indicate 
that  the  DAC  reconciled  figures  are  over-esti¬ 
mated  by  20  per  cent.  They  also  reveal  that  the 
targets  envisaged  are  far  from  being  attained, 


70  See  UNCTAD,  Final  Act,  vol.  I,  p.  44,  footnote  54. 

71  There  are  certain  differences  between  the  methods 
of  calculation  applied  by  DAC  and  by  other  sources 
(see  International  flow  of  long-term  capital  and  official 
donations,  1961-1965,  with  special  reference  to  table  2, 
footnote  b,  p.  7,  and  the  1967  Review,  op.  cit.,  annex  I, 
“Reconciliation  of  DAC  and  UN/UNCTAD  data  on  the 
flow  of  resources  to  less-developed  countries  and  multi¬ 
lateral  agencies”). 


and  point  to  the  marked  deterioration  in  recent 
years,  which  has  prompted  the  emphasis,  in 
both  the  Charter  of  Tequendama  and  the  Char¬ 
ter  of  Algiers,  on  the  developing  countries 
aspirations  for  the  attainment  of  the  goal  of 
1  per  cent  of  the  gross  national  product,  estab¬ 
lishing  a  minimum  proportion,  to  be  progres¬ 
sively  raised,  for  official  aid  flows,  net  of 
amortization  and  interest  payments.72 

From  the  over-all  figures  published  by  DAC, 
it  may  be  inferred  that  Latin  America’s  share 
in  total  flows  of  donations,  public  and  private 
credits,  and  transactions  with  multilateral  agen¬ 
cies,  which  was  approximately  15  per  cent  from 
1961  to  1963,  declined  somewhat  in  the  next 
two  years,  but  regained  its  former  level  in  1966. 

No  complete  statistics  are  available  for  ac¬ 
curate  quantification  of  the  flow  of  resources 
from  the  centrally-planned  economies  to  the 
developing  countries.  The  bilateral  commit¬ 
ments  of  the  economies  in  question,  to  judge 
from  the  data  to  hand,  fluctuated  widely,  falling 


72  A  resolution  on  the  subject  adopted  by  the  Execu¬ 
tive  Council  of  the  General  Treaty  on  Central  American 
Economic  Integration  at  its  second  session  (Teguci¬ 
galpa,  September  1967)  reads  as  follows:  “The  indus¬ 
trialized  countries  with  both  market  and  centrally- 
planned  economies  should  undertake  to  credit  direct  to 
IDA  the  difference  between  1  per  cent  of  their  gross 
product  and  the  amount  of  financial  assistance  actually 
provided  each  year,  whenever  the  latter  is  lower  than  the 
former.  IBRD  will  establish,  jointly  with  UNCTAD,  the 
machinery  for  measuring  international  financial  flows  in 
order  to  determine  those  magnitudes”  (SIECA/CE- 
XXIX  D.T.32) . 


Table  10 

DISBURSEMENTS  BY  DAC  MEMBER  COUNTRIES  TO  DEVELOPING  AREAS  AS 
A  PERCENTAGE  OF  THEIR  GROSS  PRODUCT 


Reconciliation 

According  to  DAC a  methodology  with  UNCTAD  United 

Year  -  methodology  Nations 

Official  Private  Total  -  calculatio ; 

( total) 

A  B  C  D  E 

1961  .  0.78  0.42  1.20  1.06  0.84 

1962  .  0.72  0.30  1.02  0.90  0.72 

1963  .  0.69  0.27  0.96  0.85  0.66 

1964  .  0.61  0.34  0.95  0.82  0.65 

1965  .  0.60  0.39  1.00  0.88 

1966  .  0.57  0.31  0.88 


Sources:  Columns  A-D:  for  1961,  OECD,  The  Floiv  of  Financial  Resources  to  Less- 
developed  Countries,  1961-1965,  p.  208,  table  A. 3;  for  1962-66,  OECD,  Development  As¬ 
sistance  Efforts  and  Policies,  1967  Review,  pp.  104-105,  table  VII. 1;  column  E:  Inter¬ 
national  Flow  of  Long-term  Capital  and  Official  Donations,  1961-1965  (United  Nations 
publication,  Sales  No.:  66.II.D.3). 

a  Development  Assistance  Committee,  see  footnote  69. 
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from  1,000  million  dollars  in  1961  to  one- 
third  of  that  sum  in  each  of  the  years  1962  and 
1963,  rising  again  to  1,246  million  in  1964 
and  dropping  to  a  little  over  half  that  amount 
in  1965. 

From  a  qualitative  standpoint,  Latin  America 
is  at  a  still  greater  disadvantage  vis-a-vis  the 
other  developing  countries,  since  most  of  the 
United  States’s  sales  on  grant-like  terms  are 
made  to  Asian  countries,  and  France’s  grants 
and  grant-like  operations  largely  benefit  its 
former  colonies  in  Africa;  whereas  a  very  high 
proportion  of  the  export  credit  operations  with 
developed  market-economy  countries  falls  to 
the  share  of  the  Latin  American  countries  which 
aggravates  the  situation  still  further. 

The  financial  terms  granted  by  DAC  coun¬ 
tries,  which  had  deteriorated  notably  in  1965, 
improved  in  the  course  of  1966  with  the  reduc¬ 
tion  in  the  weighted  average  interest  rates,  and 
barely  perceptibly  as  regards  maturity  periods, 
which  were  kept  much  shorter  than  in  1964  (see 
table  11). 

Table  11 

DAO  MEMBER  COUNTRIES:  AVERAGE  FINAN¬ 
CIAL  TERMS  OF  OFFICIAL  BILATERAL  LOAN 
COMMITMENTS,  1962-66 


Weighted  average  Weighted  average 


Year  maturity  periods  interest  rate 

(  years)  (  percentages) 

1962  .  24.5  3.5 

1963  .  25.1  3.3 

1964  .  28.4  3.1 

1965  .  22.3  3.6 

1966  .  23.5  3.1 


Source:  OECD,  Development  Assistance  Efforts  and 
Policies,  1967  Review,  p.  76,  table  V.3. 

a  Development  Assistance  Committee,  see  footnote  69. 

The  export  credits  (tied  aid)  granted  by  the 
market  economies  have  increased  in  recent  years 
on  such  a  scale  that  they  now  account  for  two- 
thirds  of  the  developing  countries’  total  service 
payments.  There  are  serious  objections  to  this 
type  of  financing.  In  the  first  place,  the  credits 
are  extended  on  a  short-  or  medium-term  basis, 
and  their  servicing  aggravates  balance-of- 
payments  problems;  secondly,  costs  are  very 
heavy,  owing  to  the  interest  rates,  insurance  and 
other  commissions  charged;  and,  thirdly,  the 
tying  of  the  use  of  these  credits  to  specific 
sources  of  supply  means  that  higher  prices  are 
paid  for  the  goods  purchased.  For  example, 
it  has  been  estimated  that  “the  tying  of  aid  may 


increase  costs  by  from  20  to  40  per  cent,  and 
in  extreme  instances  may  even  result  in  price 
differentials  ranging  as  high  as  100  per  cent 
or  more”.73 

It  is  pointed  out  in  a  recent  United  Nations 
study'4  that  “since  the  late  nineteen-fifties,  a 
gradually  increasing  number  of  export  credits 
have  been  insured  and  granted  on  terms  and 
for  purposes  which  have  tended  to  blur  the 
distinction  between  trade  and  aid.  As  a  result 
of  this  trend,  the  annual  gross  flow  of  new 
guaranteed  export  credits  exceeding  five  years, 
as  reported  to  the  Berne  Union,  rose  rapidly 
from  the  equivalent  of  78  million  dollars  in 
1960  to  709  million  in  1963.  The  resulting  com¬ 
plex  situation  has  led  to  growing  concern  regard¬ 
ing  both  the  increasing  external  debt  burden 
of  the  developing  countries  and  the  possibility 
of  trade  distortion. 

“•  .  .  Even  the  extended  export  credit  matu¬ 
rities  (averaging  eight  years,  though  in  some 
cases  much  longer)  still  fall  far  short  of 
those  of  genuine  development  credits,  and  are 
not  usually  based  on  a  realistic  evaluation 
of  the  importing  country’s  ability  to  pay. 
In  fact,  these  maturities  often  fail  to  accord 
with  the  equipment’s  appropriate  amortiza¬ 
tion  (pay-back)  period  in  the  developing 
country  or  indeed  with  the  project’s  chances 
to  ‘yield  an  economic  return  at  all’.  Conse¬ 
quently,  the  lengthening  of  export  credit 
maturities  beyond  the  five-year  limit  has  not, 
in  most  cases,  signficantly  eased  the  develop¬ 
ing  countries’  over-all  external  debt  burden. 
Furthermore,  in  those  instances  where  the 
burden  has  been  eased,  the  alleviation  has  in¬ 
duced  a  number  of  these  countries  to  accept 
a  rapid  increase  in  their  total  export-credit- 
financed  imports. 

“For  many  developing  countries,  the  in¬ 
debtedness  problem  has  reached  a  point  where 
there  is  a  serious  question  as  to  whether  they 
will  be  able  to  continue  servicing  their  exist¬ 
ing  debts  and  whether  they  will  be  able  to 
secure — or  reasonably  to  accept — additional 
external  financing  through  the  export  credit 
route  for  the  acquisition  of  equipment  needed 
for  new  projects.” 

The  proportion  of  official  bilateral  loans  from 
the  DAC  countries  represented  by  export  credits 
actually  used,  calculated  as  a  weighted  average 

73  UNCTAD,  “The  terms,  quality  and  effectiveness  of 
financial  flows  and  problems  of  debt  servicing”  (TD/ 
B/C.3/35),  p.  16. 

74  United  Nations,  “Export  credits  and  development 
financing.  Part  one:  Current  practices  and  problems'” 
(E/4274),  p.  7. 
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for  the  six-year  period  1961-66,  was  45.4  per 
cent  (see  table  12).  The  DAC  1967  Review 
emphasizes  the  failure  to  implement  the  rec¬ 
ommendation  on  financial  terms  approved  by 
the  Committee  in  1965,  in  which  the  DAC  mem¬ 
ber  countries,  recognizing  that  aid  tying  “can 
bring  about  cumbersome  limitations  on  the 
freedom  of  the  recipient  to  choose  freely  the 
most  suitable  sources  of  supply  on  the  inter¬ 
national  market”,  agreed  to  endeavour  jointly 
and  individually  to  reduce  progressively  the 
scope  of  aid  tying  with  a  view  ultimately  to 
removing  procurement  restrictions  to  the  maxi¬ 
mum  extent  possible. 

3.  Compensatory  financing 

On  the  basis  of  a  report  by  the  secretariat 
of  the  International  Monetary  Fund,75  prepared 
at  the  request  of  the  United  Nations  Commis¬ 
sion  on  International  Commodity  Trade,  the 
Executive  Board  of  IMF  decided,  at  a  meeting 
on  27  February  1963,  to  introduce  a  special 
system  for  dealing  with  balance-of-payments 
deficits  of  member  countries  arising  out  of 
short-term  fluctuations  in  export  earnings. 

This  system  consisted  in  creating  additional 
resources  to  facilitate  drawings  on  the  Fund, 
particularly  by  primary  exporting  countries, 
but  only  to  compensate  for  temporary  short¬ 
falls  in  export  earnings  attributable  to  causes 

75  IMF,  Compensatory  Financing  of  Export  Fluctua¬ 
tions  (Washington,  February  1963). 


beyond  their  control.  Thus,  a  drop  in  prices 
would  not  be  covered  by  the  system  if  it  was 
offset  by  an  increase  in  volume.  Nor  did  the 
system  take  account  of  a  deterioration  in  the 
terms  of  trade  or  a  reduction  in  the  purchasing 
power  of  exports  abroad. 

At  the  first  session  of  UNCTAD  the  Gov¬ 
ernments  members  of  IMF  were  requested  to 
study  a  number  of  measures  to  expand  the  sys¬ 
tem  and  give  it  greater  flexibility.76  The  Fund 
modified  the  system  in  September  1966, 77  in¬ 
troducing  amendments  which  could  be  of  great 
importance  in  the  event  of  a  short-term  deterio¬ 
ration  in  certain  primary  commodity  prices. 
However,  some  of  the  suggestions  made  by  the 
developing  countries  were  rejected  and  these 
could  be  discussed  at  the  second  session  of 
UNCTAD  with  a  view  to  their  eventual  adoption 
by  the  Fund  in  the  light  of  the  experience  ac¬ 
quired  in  operating  the  system. 

(i)  Compensatory  credits  have  not  been 
placed  “entirely  outside  the  structure  of  the 
gold  and  successive  credit  tranches”,  so  that 
drawings  of  such  credits  “would  not  directly 
or  indirectly  prejudice  a  member’s  ability  to 
make  an  ordinary  drawing”.78 

(ii)  Although  compensatory  drawing  rights 
have  been  increased  to  50  per  cent  of  the  quota, 

78  UNCTAD,  Final  Act,  annex  A.IV.17. 

77  IMF,  Compensatory  Financing  of  Export  Fluctua¬ 
tions:  Second  Report  (Washington,  September  1966). 

78  UNCTAD,  Final  Act,  annex  A.IV.17. 


Table  12 

DACa  COUNTRIES:  NET  INCREASE  IN  PUBLIC  DEBT  AND  PUBLICLY  GUARAN- 


TEED  EXPORT 

CREDITS  EXTENDED  TO  DEVELOPING 

(Millions  of  dollars) 

COUNTRIES 

,  1961-66 

Year 

Net  official 
bilateral  loans 
(A) 

Export  credits 

Percent¬ 
age  of 
(D) 

(A) 

From,  1  to 

5  years 
(B) 

Over  5 
years 
(C) 

Total 

(D  =  B  +  C) 

1961  . 

1,243 

277 

376 

653 

52.5 

1962  . 

1,322 

202 

397 

599 

45.3 

1963  . 

1,672 

250 

283 

533 

31.9 

1964  . 

1,604 

345 

528 

877 

54.7 

1965  . 

1,981 

282 

455 

737 

37.2 

1966  . 

2,158 

466 

666 

1,132 

52.5 

Total  1961-66 

9,980 

1,826 

2,705 

4,531 

45.4 

Source:  ECLA,  on  the  basis  of  OECD,  Development  Assistance  Efforts  and  Policies 
1967  Review,  p.  72,  table  V.l. 

a  Development  Assistance  Committee,  see  footnote  69. 
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they  cannot  be  used  all  at  one  time,  save  in  ex¬ 
ceptional  circumstances. 

(iii)  Instead  of  the  rights  being  applied  auto¬ 
matically  once  the  shortfall  has  been  established, 
the  Fund  will  first  determine  whether  the  mem¬ 
ber  country  has  attempted  to  find  appropriate 
solutions  lor  its  balance-of -payments  difficul¬ 
ties. 

(iv)  The  Fund  has  not  complied  with  the 
request  that,  in  its  determination  of  the  short¬ 
fall  in  export  receipts,  it  should  give  greater 
weight  to  the  actual  experience  of  the  three 
preceding  years,  but  has  maintained  its  crite¬ 
rion  of  taking  a  moving  average  for  a  five-year 
period  centred  on  the  shortfall  year,  which  is 
weighted  with  a  coefficient  higher  than  that 
assigned  to  the  two  preceding  years.  In  this 
way,  the  derived  export  trend  value  is  lower 
and,  consequently,  the  amount  of  the  shortfall 
to  he  compensated  for  is  also  diminished.  This 
is  in  line  with  the  Fund’s  view  that  “it  is  not 
the  object  of  the  compensatory  facility  to  aim 
at  the  largest  possible  amount  of  drawings”.79 

(v)  No  action  has  been  taken  on  the  request 
that  ways  should  be  explored  of  securing  pos¬ 
sible  refinancing  of  compensatory  financing 
obligations  in  the  event  of  a  persistent  short¬ 
fall  in  export  receipts  beyond  the  control  of 
the  country  affected,  although  in  this  regard 
it  must  be  remembered  that  the  repurchase  of 
currency  in  respect  of  ordinary  drawings  makes 
it  possible  for  new  drawings  to  be  made,  and 
that  the  Fund’s  Articles  of  Agreement  specify 
that  it  should  deal  only  with  temporary  balance- 
of-payments  difficulties  and  not  with  long-term 
deficits. 

4.  Supplementary  financing 

With  the  modifications  introduced  in  Sep¬ 
tember  1966,  the  IMF’s  system  of  compensatory 
credits  represents  a  significant  step  forward  in 
the  field  of  financing,  which  could  be  further 
improved  by  measures  which  experience  proves 
to  be  the  most  appropriate  for  liberalizing  its 
terms.  It  should  be  pointed  out,  however,  that 
short-term  plans  for  financing  fluctuations  in 
export  earnings  have  no  effect  on  long-term 
trends  and  only  serve  as  a  temporary  palliative. 

The  fundamental  problem  is  to  overcome  dif¬ 
ficulties  in  the  financing  of  economic  develop¬ 
ment  plans.  Many  proposals,  projects  and  studies 
have  been  considered  by  international  organiza¬ 
tions  over  the  last  few  years,  but  it  was  solely 
on  the  basis  of  recommendation  A.IV.18  of  the 

79  See  Compensatory  Financing  of  Export  Fluctua¬ 
tions:  A  Second  Report,  op.  cit. 


first  session  of  UNCTAD  that  the  International 
Bank  prepared,  in  December  1965,  the  proposal80 
which  is  still  under  consideration  by  the 
UNCTAD  Committee  on  Invisibles  and  Financ¬ 
ing  related  to  Trade  and  by  the  Inter-Govern¬ 
mental  Group  on  Supplementary  Financing. 

The  Bank’s  proposal  was  adopted  as  a  basis 
for  the  discussion  of  supplementary  financing 
in  the  above  Committee  and  in  the  Inter-Gov¬ 
ernmental  Group  specifically  created  for  that 
purpose.  At  the  fifth  session  of  the  Trade  and 
Development  Board,  it  was  agreed  that  the 
Group  should  submit  its  findings  and  recom¬ 
mendations  directly  to  the  second  session  of 
UNCTAD,  with  alternative  proposals  so  that 
countries  could  express  their  views  on  the  type 
of  scheme  that  should  be  established.  Mention 
should  be  made,  however,  of  some  of  the  ob¬ 
servations  made  on  the  Bank’s  original  pro¬ 
posal. 

With  regard  to  the  principles  involved,  the 
developing  countries  were  concerned  lest  the 
faculties  of  the  administering  agency  might  be 
such  that  its  decision  would  prejudice  the 
sovereignty  of  governments  in  respect  of  certain 
economic  policy  decisions  involving  technical 
aspects,  and  that  differences  of  opinion  on  these 
subjects  might  give  rise  to  friction  or  affect  a 
country’s  prospects  of  receiving  aid.  From  the 
technical  standpoint,  it  was  pointed  out  that 
the  amounts  estimated  by  IBRD  for  the  experi¬ 
mental  period  might  prove  to  be  insufficient, 
in  which  case  the  problem  would  arise  of  how  to 
determine  the  bases  for  a  pro  rata  distribution 
of  the  resources  available. 

Another  view  expressed  was  that  the  financ¬ 
ing  of  a  drop  in  export  earnings  might  not  be 
sufficient  to  make  up  for  a  rise  in  import 
prices,  and  this  would  involve  a  conceptual 
modification  of  the  scheme  in  order  to  finance 
net  income  on  current  account.  In  this  regard, 
a  representative  of  the  Bank  pointed  out  the 
technical  difficulties  of  calculating  movements 
in  import  prices,  but  said  that  the  adminis¬ 
tering  agency,  if  it  had  the  necessary  technical 
means,  could  calculate  export  shortfalls  in  real 
rather  than  in  nominal  terms. 

Criticism  was  also  levelled  at  the  requirement 
that  overages  should  be  used  to  offset  future 
export  shortfalls  within  the  plan  period,  and  it 
was  suggested  that  they  might  be  used  to  deal 
with  other  pressing  needs  in  the  countries  con¬ 
cerned,  such  as  amortization  of  the  short-term 

80  International  Bank  for  Reconstruction  and  Develop¬ 
ment,  Supplementary  Financial  Measures:  A  Study  Re¬ 
quested  by  the  United  Nations  Conference  on  Trade  and 
Development  (Washington,  December  1965). 
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external  debt,  reconstitution  of  the  reserves,  ac¬ 
celeration  of  investment  programmes  or  execu¬ 
tion  of  investment  projects  that  had  been  defer¬ 
red.  In  this  last  case,  the  beneficiary  country 
might  retain  a  percentage  of  the  overage  and 
transfer  the  remainder  to  IBRD. 

Another  important  consideration  related  to 
the  terms  of  assistance,  which,  according  to  the 
UNCTAD  recommendation,  should  be  similar  to 
those  granted  by  the  International  Development 
Association.  Under  the  IBRD  scheme,  the  terms 
envisaged  are  similar  to  those  of  the  basic 
development  financing  provided  for  each  in¬ 
dividual  plan,  and  this  might  subsequently 
create  balance-of-payments  difficulties  for  the 
beneficiary  country. 

5.  Compensation  for  deterioration  in  the 

TERMS  OF  TRADE 

Both  the  IMF  compensatory  financing  system 
and  the  IBRD’s  supplementary  financing  scheme 
are  designed  solely  to  cover  shortfalls  in  export 
earnings,  regardless  of  the  possible  effects  of  a 
rise  in  import  prices  on  the  purchasing  power 
of  exports.  Both  agencies  have  acknowledged 
the  validity  of  the  arguments  in  favour  of  com¬ 
pensatory  financing  of  a  deterioration  in  the 
terms  of  trade,  but  allege  the  impracticability  of 
calculating  such  compensation.  The  Fund  study 
recognizes  that  “there  are  undoubtedly  good 
economic  reasons  for  compensating  not  the 
money  value  but  the  real  value,  or  importing 
power,  of  exports.  An  estimate  of  the  latter 
could  be  arrived  at  by  deflating  exports  by  an 
import  price  index  based  on  the  shortfall 
year.”81  It  adds,  however,  that  there  are  a  num¬ 
ber  of  objections  to  this  procedure,  since  most 
primary  producing  countries  have  no  import 
price  index,  and  where  such  indexes  exist, 
many  are  unrepresentative  or  unreliable.  Gen¬ 
erally  speaking,  they  are  usually  not  available 
until  several  months  after  the  export  data  come 
to  hand,  which  would  delay  compensatory  draw¬ 
ings.  The  export  and  import  price  indexes  of 
the  industrialized  countries  would  not  be  useful 
for  the  purpose  in  question. 

The  study  outlining  the  IBRD  scheme  declares : 
“Ideally,  export  shortfalls  probably  should  be 
calculated  in  real  terms,  i.e.,  after  taking  ac¬ 
count  of  unexpected  movements  in  import  prices, 
because  this  would  indicate  the  unexpected 
change  in  the  ability  to  purchase  a  given  volume 
of  imports  resulting  from  an  unexpected  decline 
in  export  proceeds.  In  this  way,  the  scheme 


81  Compensatory  Financing  of  Export  Fluctuations: 
A  Second  Report,  op.  cit. 


could  take  cognizance  of  some  aspects  of  the 
terms-of-trade  problem,  which  has  created  so 
much  concern  in  the  post-war  period.”82  But 
IBRD,  too,  goes  on  to  argue  that  there  are 
statistical  obstacles  to  an  evaluation  of  the 
changes  in  import  prices  within  a  reasonable 
margin  of  error,  and  that  in  any  event  during  the 
period  1959-63  the  weighted  index  number  of 
the  unit  value  of  imports  for  the  developing 
countries  as  a  whole  showed  no  very  marked 
change. 

In  other  words,  the  only  objection  is  that  at 
present  there  are  no  statistical  means  of  estab¬ 
lishing  import  price  indexes,  since  delays  in 
compensatory  drawings  as  a  result  of  possible 
time-lags  in  the  provision  of  statistical  data,  to 
which  the  Fund  alludes,  could  be  temporarily 
obviated  by  means  of  adjustable  drawings. 
Whatever  the  conclusions  that  may  be  reached 
as  regards  the  treatment  of  the  terms  of  trade 
in  the  compensatory  and  supplementary  financ¬ 
ing  mechanisms,  it  is  important  to  recall  that 
the  developing  countries — in  particular  those 
of  Latin  America,  in  the  Charter  of  Alta  Gracia 
— have  urged  the  need  to  establish  some  mecha¬ 
nism  whereby  they  can  obtain  equitable  and 
non-reimbursable  compensation  for  the  losses 
they  suffer  as  a  result  of  deteriorations  in  the 
terms  of  trade. 

6.  Reform  of  the  international  monetary 

SYSTEM 

While  it  is  true  that  no  factual  background 
data  exist  on  the  basis  of  which  a  direct  rela¬ 
tion  can  be  established  between  the  sum  total 
of  international  monetary  reserves  and  the  vol¬ 
ume  of  world  trade,  there  can  be  no  doubt,  if  the 
long  view  is  taken,  that  the  slowness  of  the 
growth  of  international  liquidity  in  comparison 
with  the  expansion  of  world  trade  is  causing 
a  number  of  balance-of-payments  distortions. 
Hence  the  increasing  need  to  solve  the  problems 
linked  to  international  liquidity  and  to  the  im¬ 
pact  of  radical  changes  in  the  level  of  reserves 
on  each  individual  country’s  internal  monetary 
policy.  These  problems  often  take  the  form  of 
pressures  on  the  level  of  employment,  on  the 
stability  of  prices  or  exchange  rates  and  on 
economic  growth. 

From  the  standpoint  of  the  developing  coun¬ 
tries,  the  difficulty  is  more  acute,  in  view  of 
the  relatively  low  level  of  their  international 
reserves,  the  fluctuations  in  their  export  earn¬ 
ings,  and  their  growing  need  to  increase  their 
capacity  to  import  in  order  to  meet  the  require- 

82  Supplementary  Financial  Measures,  op.  cit.,  p.  64. 
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ments  of  steady  and  well-ordered  economic  de¬ 
velopment. 

It  is  almost  universally  agreed  that  the  level 
of  international  monetary  liquidity  should  be 
raised,  and  that  deliberate  action  should  be 
taken  to  this  end.  In  other  words,  it  will  not  do 
to  go  on,  as  hitherto,  augmenting  the  reserves 
of  central  banks  by  steadily-diminishing  amounts 
of  gold,  or  maintaining  the  balance-of-payments 
deficits  of  countries  with  reserve  currencies  (the 
United  States,  and,  in  a  progressively  lesser 
degree,  the  United  Kingdom),  or  adding  to  the 
number  of  reserve  currency  countries. 

Some  proposals,  such  as  the  revaluation  of 
gold  (or  others,  like  the  establishment  of  a  sys¬ 
tem  of  fluctuating  exchange  rates,  which  in  prac¬ 
tice  may  also  imply  a  currency  devaluation) 
were  officially  rejected  at  the  outset  of  the  dis¬ 
cussions  of  the  Group  of  Ten.83  On  the  grounds 
that  they  were  not  technically  covered  by  the 
concept  of  “reserves”,  the  same  attitude  was 
adopted  towards  certain  short-term  swap  opera¬ 
tions — of  which  in  practice  only  a  very  limited 
number  of  countries  can  avail  themselves — or 
the  extension  of  facilities  of  the  medium-term 
stand-by  type  granted  by  the  International  Mone¬ 
tary  Fund,  although  in  the  latter  case,  if  the 
credits  did  not  have  to  be  refunded  within  a 
given  period,  they  could  be  regarded  as  com¬ 
parable  to  reserves. 

The  existing  system  for  increasing  reserves 
contains  an  element  of  uncertainty  deriving 
from  the  risk  of  a  sudden  large-scale  conversion 
of  reserve  currencies  into  gold,  which  would 
cause  a  sharp  contraction  in  the  volume  of 
means  of  payment,  with  consequent  repercus¬ 
sions  on  world  trade.  Acceptance  of  the  prin¬ 
ciple  that  the  world  supply  of  long-term  reserves 
should  be  subject  to  planned  control  may  eli¬ 
minate  this  uncertainty. 

After  prolonged  discussion  of  possible  solu¬ 
tions,  the  Group  of  Ten  prepared  an  outline 
plan  for  the  reform  of  the  international  mone¬ 
tary  system,  which  was  unanimously  adopted  at 
the  Annual  Meeting  of  the  Board  of  Governors 
of  the  International  Monetary  Fund  (Rio  de 
Janeiro,  Brazil,  1967).  This  plan  provides  for 
the  establishment  of  what  are  termed  “special 
drawing  rights”. 


83  Belgium,  Canada,  the  Federal  Republic  of  Germany, 
France,  Italy,  Japan,  the  Netherlands,  Sweden,  the 
United  Kingdom  and  the  United  States  of  America. 
Other  participants  in  the  proceedings  of  the  Group  were 
Switzerland,  and  representatives  of  the  International 
Monetary  Fund,  the  Bank  for  International  Settlements 
and  the  Organisation  for  Economic  Co-operation  and 
Development. 


The  system  devised  does  not  fully  solve 
balance-of-payments  problems,84  but  by  helping 
to  create  an  atmosphere  of  confidence  in  which 
all  countries  would  co-operate  multilaterally  in 
the  solution  of  international  liquidity  problems, 
it  might  induce  some  countries — especially  those 
whose  reserve  position  is  strong  and  whose 
balance  of  payments  regularly  shows  a  sur¬ 
plus — to  apply  less  rigidly  restrictive  trade 
policies.  Table  13  lists  the  sums  that  would  be 
allocated  to  each  of  the  Latin  American  coun¬ 
tries  per  annual  amount  of  1,000  million  dollars 
of  special  drawing  rights  established. 

Although  the  possible  annual  amounts  of 
special  drawing  rights  have  not  been  officially 
specified,  the  consensus  of  opinion  places  them 
somewhere  between  1,000  and  2,000  million  dol¬ 
lars  yearly  during  an  initial  period  of  five 
years  (after  which  the  plan  would  be  revised). 
Thus,  the  additions  to  the  external  payments 
capacity  of  countries  in  the  Latin  American 
area,  whose  total  imports  in  1966  amounted 
to  11,000  million  dollars  and  whose  gold  and 
foreign  exchange  reserves  at  the  end  of  that 
year  totalled  about  2,900  million  dollars,  would 
really  be  insignificant;  but  the  procedure  might 
help  to  create  the  right  international  condi¬ 
tions  for  more  important  moves  towards  a 
monetary  system  designed  to  serve  the  expansion 
of  world  trade,  which  would  more  adequately 
take  into  account  the  interests  of  the  develop¬ 
ing  countries. 

In  this  connexion,  at  the  second  session  of 
UNCTAD  bases  for  negotiations  might  be  pro¬ 
posed  which  would  satisfy  the  developing  coun¬ 
tries’  aspirations  as  regards  the  problems  left 
outstanding  by  the  plan  adopted  at  Rio  de 
Janeiro. 

In  the  first  place  it  is  agreed  in  all  authorita¬ 
tive  circles  that  the  amount  of  special  drawing 
rights  to  be  established  in  the  first  basic  period 
would  not  create  any  danger  of  an  inflationary 
expansion  of  international  means  of  payment. 
Additional  sums  might  therefore  be  considered, 
in  conformity  with  the  development  trends  of 
world  trade. 

Secondly,  a  modification  of  the  proposed  out¬ 
line  might  also  be  sought,  whereby  IMF,  in¬ 
stead  of  making  the  establishment  of  special 


84  When  the  pound  sterling  was  devalued  on  18  No¬ 
vember  1967,  a  consortium  of  central  banks  in  Western 
Europe  and  the  United  States  granted  a  loan  of 
1,400  million  dollars  to  IMF  for  the  purposes  of  a 
stand-by  arrangement  with  the  United  Kingdom.  This 
sum  should  be  compared  with  the  116  million  dollars 
which  would  be  allocated  to  the  United  Kingdom  per 
annual  amount  of  1,000  million  dollars  of  special  draw¬ 
ing  rights  established. 
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Table  13 

ALLOCATIONS  TO  COUNTRIES  IN  THE  LATIN 
AMERICAN  AREA,  IN  ACCORDANCE  WITH 
THEIR  INTERNATIONAL  MONETARY  FUND 
QUOTAS  AS  AT  30  APRIL  1967,  PER  1,000 
MILLION  DOLLARS  OF  SPECIAL  DRAWING 
RIGHTS  ESTABLISHED 


Country 

Quota 

( millions  of 
dollars) 

Special  drawing 

rights  per  1,000 
million  dollars 
( thousands  of 
dollars) 

Argentina  . 

350 

16,730 

Bolivia . . 

29 

1,386 

Brazil  . 

350 

16,730 

Chile  . 

100 

4,780 

Colombia  . 

125 

5,975 

Costa  Rica  . 

25 

1,195 

Ecuador  . 

25 

1,195 

El  Salvador  . 

25 

1,195 

Guatemala  . 

25 

1,195 

Haiti  . 

15 

717 

Honduras  . 

19 

908 

Mexico  . 

270 

12,905 

Nicaragua  . 

19 

908 

Panama  . 

11.25 

538 

Paraguay  . 

15 

717 

Peru  . . . 

47 

2,246 

Dominican  Republic.. 

27.80 

1,328 

Uruguay  . 

30 

1,434 

Venezuela  . 

250 

11,950 

Other  countries  in  the 

Latin  American  area 

Guyana  . 

15 

717 

Jamaica  . 

30 

1,434 

Trinidad  and  Tobago 

25 

1,195 

Total 

1,828.05 

87,378 

Source:  Calculated  by  ECLA  on  the  basis  of  the 
quotas  for  the  various  countries,  published  by  IMF. 

drawing  rights  proportional  to  the  quotas  of 
member  countries,  would  allocate  to  the  de¬ 
veloping  countries  an  aggregate  sum  exceeding 
their  total  share  in  the  capital  of  the  Fund, 
which  would  be  distributed  among  them  on  a 
pro  rata  basis,  in  accordance  with  their  sub¬ 
scriptions. 

Thirdly,  a  great  deal  of  stress  had  been  laid, 
especially  by  France,  on  the  fact  that  a  pre¬ 
requisite  for  putting  the  plan  into  operation 


is  the  elimination  of  the  balance-of-payments 
deficits  of  the  United  Kingdom  and  the  United 
States.  This  implies  that  restrictions  will  have 
to  be  established  on  the  trade  or  financial  flows 
of  these  two  countries.  Agreement  would  have  to 
be  reached  on  some  system  to  prevent  these 
restrictions  from  affecting  the  developing  coun¬ 
tries,  or  on  effective  measures  whereby  coun¬ 
tries  with  regular  surpluses  would  compensate 
the  decrease  in  the  external  income  of  develop¬ 
ing  countries  resulting  from  the  restrictions.  In 
this  connexion,  the  objectives  propounded  by 
the  United  Kingdom  authorities  on  the  occasion 
of  the  recent  devaluation  of  the  pound  sterling 
were  to  improve  the  United  Kingdom’s  competi¬ 
tive  position,  restrict  imports  and  rechannel 
investment  to  the  United  Kingdom,  all  of  which 
may  to  some  extent  affect  the  developing 
countries. 

Fourthly,  the  developing  countries  have  urged 
the  need  to  link  the  creation  of  new  reserve 
assets  to  the  financing  of  their  development. 
The  countries  forming  the  Group  of  Ten  pointed 
out  that  two  such  different  conceptual  elements 
as  the  creation  of  liquidity  and  the  effective 
transfer  of  real  resources  should  not  be  com¬ 
bined  within  the  scope  of  a  single  measure. 
To  that  end,  long-term  commitments  might  be 
negotiated,  whereby  the  industrialized  countries 
would  undertake  to  increase  their  contributions 
to  multilateral  financial  assistance  agencies,  ir¬ 
respective  of  the  counterparts  allocated  to  them 
in  the  establishment  of  special  drawing  rights. 

Lastly,  in  view  of  the  interest  recently  shown 
by  various  industrialized  countries  and  group¬ 
ings  of  such  countries  in  the  formation  and 
consolidation  of  integration  movements  on  the 
part  of  developing  countries,  it  might  be  agreed 
that  the  special  drawing  rights  allocated  to  the 
developing  countries  should  be  used  to  build 
up  regional  funds,  in  whose  administration 
IMF  would  take  part,  and  which  could  be 
applied,  for  example,  to  the  formation  of 
common  reserves  for  intraregional  compensation 
of  trade  balances,  or  the  purchase  of  long-term 
securities  issued  by  regional  development  insti¬ 
tutions. 


E.  Shipping 


At  the  second  session  of  the  Trade  and  Devel¬ 
opment  Board’s  Committee  on  Shipping  (Feb- 
ruary-March  1967),  while  no  suggestion  was 
made  that  any  of  the  items  relating  to  shipping 
proposed  at  the  fourth  session  of  the  Board 
should  be  deleted  from  the  provisional  agenda 


for  the  second  session  of  UNCTAD,  it  was  ad¬ 
vocated  that  attention  should  be  focused  on 
those  questions  which  lent  themselves  to  the 
adoption  of  effective  measures.  To  this  end,  the 
UNCTAD  secretariat  was  requested  to  state  which 
of  the  studies  it  had  been  asked  to  carry  out  in 
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that  field  had  reached  a  sufficiently  advanced 
stage  to  serve  as  a  basis  for  a  discussion  in 
depth  at  the  New  Delhi  Conference,  emphasis 
being  laid  on  the  desirability  that  the  Confer¬ 
ence  should  concern  itself  only  with  final  reports. 

According  to  the  report  to  the  Committee 
(TD/B/C.4/22)  and  other  information  pre¬ 
sented  by  the  UNCTAD  secretariat,  the  studies 
available  for  the  second  session  will  be  those 
on  national  merchant  marines,  the  use  of  con¬ 
tainers  and  other  new  shipping  techniques,  and 
consultation  machinery.  A  number  of  mono¬ 
graphs  will  also  be  available,  on  other  topics 
such  as  maritime  transport  in  the  foreign  trade 
of  India  and  of  West  Africa,  and  shipping  costs 
and  the  trade  of  developing  countries  in  Asia. 
Some  important  and  detailed  studies  on  the 
level  and  structure  of  freight  rates,  conference 
practices,  the  adequacy  of  shipping  services  and 
port  improvements  will  not  be  completed,  and 
only  provisional  or  progress  reports  will  be 
available  on  those  subjects. 

Accordingly,  the  Committee’s  discussion  of  the 
provisional  agenda  for  the  second  session  of 
UNCTAD  centred  on  two  topics:  (a)  the  ship¬ 
ping  industry  in  developing  countries,  including 
expansion  of  those  countries’  merchant  marines, 
and  ( b )  international  legislation  on  shipping. 
The  first  is  the  most  important  of  the  shipping 
questions  to  be  considered  at  the  second  session 
of  UNCTAD. 

The  lack  of  basic  studies  on  most  of  the  other 
topics  will  make  it  difficult  to  discuss  them  in 
depth  at  the  Conference,  especially  in  the  case 
of  those  relating  to  the  level  and  structure  of 
freight  rates,  conference  practices  and  the  ade¬ 
quacy  of  shipping  services,  which  are  of  vital 
importance  for  the  developing  countries.  Never¬ 
theless,  to  judge  from  available  information 
on  the  content  and  objectives  of  the  studies 
under  way — summarized  below  under  the  head 
of  each  provisional  agenda  item  and  supple¬ 
mented  by  various  comments  and  suggestions 
for  action — and  from  the  considerations,  pro¬ 
posals  and  reommendations  formulated  in  the 
Charters  of  Tequendama  and  Algiers,  significant 
progress  is  likely  to  be  made  at  the  second 
session  of  UNCTAD  both  in  the  conceptual  field 
and  in  the  satisfaction  of  specific  aspirations  on 
the  part  of  the  developing  countries.85 


85  See  also  ECLA,  “Latin  America  and  international 
trade  policy”  ( E/CN. 12/773 ) ,  chapter  III,  section  4,  in 
particular  pp.  165-178,  which  reviews  Latin  American 
shipping  and  foreign  trade;  the  share  of  Latin  American 
fleets  in  the  region’s  foreign  trade;  the  evolution  of 
Latin  America’s  merchant  marines;  the  incidence  of 


1.  Review  of  recent  developments  and  long¬ 
term  TRENDS  IN  SHIPPING  AND  INTERNATIONAL 
LEGISLATION  THEREON 

The  recommendations  on  shipping  in  the  Final 
Act  of  the  first  session  of  UNCTAD  related 
mainly  to  the  establishment  of  consultation  ma¬ 
chinery  and  to  the  adoption  of  institutional 
arrangements  and  procedures  for  dealing  with 
these  questions  in  UNCTAD.  The  recommenda¬ 
tion  on  institutional  arrangements,  methods  and 
machinery  led  the  Trade  and  Development 
Board,  at  its  first  session,  to  set  up  a  Com¬ 
mittee  on  Shipping.  The  establishment  of  ma¬ 
chinery  for  consultation  between  conferences 
and  shippers  is  the  subject  of  item  13  ( d )  of 
the  provisional  agenda  for  the  second  session 
of  UNCTAD. 

As  regards  the  review  of  recent  developments 
and  long-term  trends  in  the  field  of  shipping, 
it  is  expected  that  at  the  New  Delhi  Confer¬ 
ence  an  UNCTAD  report  will  be  available 
similar  to  that  presented  at  the  second  session 
of  the  Committee  on  Shipping  (TD/B/C.4/25) . 
On  that  occasion  the  Committee  also  approved 
the  outline  of  an  annual  review  submitted  by 
the  secretariat,  and  requested  the  secretariat  to 
prepare  future  reviews  along  the  lines  indicated. 

The  inclusion  of  international  legislation  on 
shipping  in  the  above  agenda  item  will  afford 
an  opportunity  for  general  discussion  of  this 
question  at  the  second  session  of  UNCTAD,  and 
for  a  further  recommendation  on  the  need  for 
the  Committee  on  Shipping  to  carry  out  a  study 
of  the  problems  relating  to  international  ship¬ 
ping  legislation.  The  importance  of  such  a  study 
was  unanimously  stressed  by  the  developing 
countries  at  the  second  session  of  the  Com¬ 
mittee,  as  well  as  at  the  fifth  session  of  the 
Trade  and  Development  Board.  Both  the  Charter 
of  Tequendama  and  the  Charter  of  Algiers  en¬ 
dorse  the  request  that  at  the  second  session  of 
UNCTAD  a  decision  should  be  adopted  to 
include  this  study  in  the  work  programme  of 
the  Committee  on  Shipping,  and  that  the  devel¬ 
oped  countries  should  co-operate  in  its  prepa¬ 
ration  (as  in  that  of  other  studies  on  the  pro¬ 
gramme)  by  furnishing  the  UNCTAD  secretariat 
with  any  background  data  and  information  they 
may  have  at  their  disposal. 

The  study  would  not  deal  with  all  aspects 
of  public  and  private  shipping  law,  but  only 
with  matters  bearing  on  trade  and  development 
and  on  commercial  relations  between  ship- 

freight,  and  trends  in  maritime  freight  rates  in  relation 
to  prices  of  raw  material  and  manufactured  products; 
and  policies  for  modernizing  maritime  transport  in  Latin 
America. 


83 


owners  and  shippers.  In  this  connexion,  it 
should  be  borne  in  mind  that,  for  historical  rea¬ 
sons  and  others  mentioned  when  the  topic  was 
discussed  by  the  Committee  on  Shipping  and 
at  the  fifth  session  of  the  Board,  existing  legis¬ 
lation  often  fails  to  reflect  the  interests  and 
aspirations  of  the  developing  countries. 

2.  Level  and  structure  of  freight  rates, 

CONFERENCE  PRACTICES  AND  ADEQUACY  OF 

SHIPPING  SERVICES 

(a)  Freight  rates 

Of  the  country,  commodity  and  route  studies 
which  will  form  an  integral  part  of  the  work 
programme  approved  by  the  Committee  on 
Shipping,  together  with  aggregative  studies,  the 
most  important  are  the  route  studies,  on  which 
an  agreement  was  reached,  not  without  con¬ 
siderable  difficulty,  at  the  special  session  of  the 
Committee  held  in  July  1966. 

According  to  the  above-mentioned  report  by 
the  UNCTAD  secretariat  (TD/B/C.4/22),  the 
first  step  towards  carrying  out  these  studies  is 
to  identify  liner  routes  which  are  sufficiently  sim¬ 
ple  for  the  purposes  of  practical  analysis.  The 
first  stage  of  the  work,  therefore,  will  consist 
in  studying  several  routes  in  order  to  find  one 
or  two  which  combine  the  requisites  for  such 
an  analysis.  This  implies  extensive  preliminary 
research. 

The  main  object  of  the  studies  is  to  throw 
more  light  on  the  rate-making  process.  In  view 
of  the  innumerable  factors  that  come  into  play, 
a  simplified  system  of  “ideal”  or  theoretical 
freight  rates  would  be  drawn  up  for  the  route 
or  routes  under  consideration,  for  comparison 
with  the  real  rates.  This  would  provide  a  basis 
for  analysing  the  special  factors  which  deter¬ 
mine  the  major  differences  between  the  two, 
and  making  a  more  objective  study  of  the  highly 
controversial  question  of  “discrimination”  in 
freight  rates,  as  well  as  of  the  effects  of  possible 
and  appropriate  changes  in  the  structure  of  these 
rates,  particularly  from  the  standpoint  of  the 
developing  countries. 

The  UNCTAD  secretariat  is  to  submit  a  pro¬ 
gress  report  on  its  studies  of  maritime  freight 
rates  to  the  second  session  of  UNCTAD. 
Although  it  is  impossible,  at  this  stage,  to  em¬ 
bark  upon  very  full  comments,  it  is  worth  noting 
that  the  Charters  of  Tequendama  and  Algiers 
expressed  the  grave  concern  of  the  Latin  Ameri¬ 
can  and  other  developing  countries  at  the  fact 
that  conference  freight  rates  are  not  only  con¬ 
tinuing  to  rise  but  are  still  discriminatory  and 
restrictive  vis-a-vis  the  developing  countries,  and 


recommended  that  immediate  steps  should  be 
taken  at  the  second  session  of  UNCTAD  to 
provide  a  basis  for  future  action  on  freight 
rates.  They  urged  the  UNCTAD  secretariat  to 
conclude  its  projected  route-by-route  studies  on 
freight  rates  as  soon  as  possible.  The  Charter 
of  Tequendama  also  recommended  that  in  fixing 
freight  rates  consideration  should  be  given  to 
the  need  for  placing  the  products  of  the  devel¬ 
oping  countries  on  international  markets  under 
competitive  conditions. 

In  this  connexion  it  is  also  worth  recalling 
the  resolutions  adopted  by  the  Special  Com¬ 
mittee  on  Latin  American  Co-ordination  at  its 
meeting  at  the  expert  level  in  July  1966,  which 
stressed  the  need  to  establish  incentive  freight 
rates  to  facilitate  exports  of  manufactures  pro¬ 
duced  by  developing  countries  with  their  own 
raw  materials. 

More  recently,  some  of  the  developing  coun¬ 
tries  have  suggested  that  the  losses  which  the 
adoption  of  such  incentive  rates  might  entail 
for  shipping  lines  could  be  covered  by  the  de¬ 
veloped  maritime  countries  themselves,  possibly 
through  contributions  to  an  international  fund 
managed  by  UNCTAD.  Although  for  the  time 
being  such  a  procedure  does  not  seem  very 
feasible,  it  should  be  stressed  that  incentive  rates 
ought  not  necessarily  to  constitute  a  source  of 
loss  for  shipping  lines.  In  the  case  of  new  ex¬ 
ports,  the  corresponding  freight  charges  could 
be  fixed  at  levels  covering  only  the  marginal 
or  additional  costs  implicit  in  the  transport 
concerned.  As  there  is  often  surplus  hold  ca¬ 
pacity  in  liner  vessels,  the  costs  in  question 
would  barely  exceed  those  of  loading  and  un¬ 
loading  the  goods  carried.  The  development  of 
new  export  lines  might  therefore  rather  prove 
to  be  a  source  of  profit  for  the  regular  shipping 
companies,  especially  if  the  marginal  or  addi¬ 
tional  costs  were  supplemented  by  a  small  extra 
sum,  as  the  contribution  of  the  trade  in  question 
to  the  other  operating  costs  of  liner  ships. 

Another  fairly  widespread  practice  on  routes 
from  developing  to  developed  countries  is  that 
of  charging  general  cargo  rates  for  semi-manu¬ 
factures  and  manufactures.  These  general  cargo 
rates  cover  a  wide  variety  of  products,  and  their 
level  is  relatively  high.  This  practice  may  be 
partly  imputable  to  historical  factors,  but  it 
none  the  less  constitutes  a  formidable  obstacle 
to  the  promotion  of  new  export  lines  by  the 
developing  countries.  As  such  exports  did  not 
exist  in  the  past,  or  were  insignificant  or  spo¬ 
radic,  the  conference  tariffs  are  often  not  adapted 
to  the  needs  and  characteristics  of  the  new 
products  currently  or  potentially  exported  by 
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developing  countries.  Although  several  confer¬ 
ences,  especially  those  formed  by  shipping  com¬ 
panies  in  the  developing  countries,  have  taken 
steps  to  remedy  this  situation  in  recent  years, 
UNCTAD  should  urge  shipping  conferences,  and 
shipping  companies  in  developing  countries,  to 
take  steps  to  adapt  their  freight  rates  with  a 
view  to  encouraging  exports  of  an  increasingly 
diversified  range  of  manufactures  and  semi¬ 
manufactures  from  the  developing  countries. 

The  tables  in  annex  II  contain  data  on  the 
level  of  conference  freight  rates  at  the  end  of 
1966  for  certain  important  exports  from  Argen¬ 
tina,  Brazil,  Chile,  Peru  and  Uruguay,  and  on 
the  effect  of  freight  rates  on  the  f.o.b.  value  of 
those  products.  The  ratio  of  freight  costs  to 
f.o.b.  value  ranges  from  3  to  75  per  cent. 

(b)  Conference  practices 

As  an  indispensable  supplement  to  the  studies 
on  freight  rates  and  in  conformity  with  the  work 
programme  of  the  Committee  on  Shipping,  the 
UNCTAD  secretariat  is  planning  to  carry  out 
several  special  studies  on  various  conference 
practices  which  are  the  cause  of  complaint  on 
the  part  of  the  developing  countries.  In  this 
case,  too,  only  a  progress  report  by  the  secre¬ 
tariat  will  be  available  for  the  second  session  of 

UNCTAD. 

There  are  some  conference  practices  whose 
elimination  should  not  entail  lengthy  study, 
and  on  which  a  decision  could  be  adopted  at 
New  Delhi.  These  include  the  “closed”  nature 
of  many  conferences,  the  inadequate  representa¬ 
tion  of  conferences  in  a  number  of  major  ports 
in  the  developing  countries,  and  little  or  no 
information  on  freight  rates  and  other  transport 
conditions. 

It  is  of  particular  importance  for  the  devel¬ 
oping  countries  that  conferences  should  cease 
to  be  of  a  “closed”  nature,  because  of  the 
effects  of  this  practice  on  the  expansion  of  the 
developing  countries’  merchant  marines,  and 
because  its  elimination  might  enable  them  to 
obtain  favourable  freight  rates  as  an  incentive 
to  their  trade.  At  the  second  session  of  the  Com¬ 
mittee  on  Shipping,  the  representative  of  Co¬ 
lombia  mentioned  that  the  Flota  Mercante  Gran- 
colombiana  had  found  difficulty  in  securing 
admission  to  the  Japan  Latin  American  East- 
bound  Freight  Conference  on  satisfactory  and 
normal  terms,  and  that  the  same  thing  had 
happened  before  in  the  case  of  other  shipping 
conferences. 

The  inadequate  and  ineffectual  representation 
of  conferences  at  many  major  ports  in  devel¬ 


oping  countries  constitutes  a  serious  obstacle  to 
the  efficient  operation  of  the  machinery  for  con¬ 
sultation  between  conferences  and  shipowners 
on  the  one  hand,  and  users  or  shippers  on  the 
other,  as  the  experience  of  some  of  the  Latin 
American  countries  has  shown.  The  need  to 
refer  all  matters  or  decisions,  even  those  of 
minor  importance,  to  the  head  office  of  the  con¬ 
ference  hampers  the  proceedings  of  the  con¬ 
sultation  agencies. 

As  regards  the  failure  to  publish  freight  rates, 
although  the  relevant  data  are  communicated 
to  interested  parties  where  rates  for  specific 
types  of  merchandise  are  concerned,  many  con¬ 
ferences  continue  to  insist  that  information  on 
freight  rates  as  a  whole  is  of  a  confidential  or 
at  least  private  nature.  This  has  been  an  awk¬ 
ward  stumbling-block  for  recent  studies  on  prob¬ 
lems  relating  to  the  level  and  structure  of  freight 
rates.  Hence  it  would  seem  reasonable  to  raise 
this  problem  at  the  second  session  of  UNCTAD, 
with  a  view  to  the  adoption  of  a  recommenda¬ 
tion  on  the  need  for  publication  of  shipping 
conferences’  tariffs  and  for  their  registration  by 
the  competent  national  authorities  in  countries 
to  which  the  conferences  run  shipping  services.86 
The  same  may  be  said  of  the  necessity  for  con¬ 
ferences  to  give  reasonable  advance  notice  of 
their  intentions  or  decisions  with  respect  to 
increases  in  their  freight  rates,  the  levy  of  sur¬ 
charges,  etc.,  so  as  to  improve  the  bargaining 
position  of  suppliers  and  users  of  shipping 
services  in  the  developing  countries. 

The  resolutions  adopted  by  CECLA  at  its 
meeting  at  the  expert  level  (July  1966)  may  be 
recalled  in  this  connexion.  They  reaffirmed  the 
principle  of  “participation  of  shipping  lines  of 
developing  countries  in  shipping  conferences,  on 
equitable  terms”.  Stress  was  also  laid  on  the 
progress  achieved  by  LAFTA  with  the  signing 
of  the  Water  Transport  Agreement,  which  pro¬ 
vides  for  the  constitution  of  shipping  confer¬ 
ences  to  serve  intra-regional  trade,  their  super¬ 
vision  by  the  appropriate  government  agencies 
and  the  publication  and  unification  of  their 
freight  rates,  together  with  the  establishment  of 
machinery  for  consultation  between  conferences 
and  shippers’  councils. 

With  regard  to  certain  conference  practices, 
the  Charter  of  Tequendama  once  again  stressed 
the  need  for  UNCTAD  to  recommend  recogni¬ 


se  it  should  be  pointed  out,  in  this  regard,  that  under 
current  legislation  in  the  United  States,  liner  confer¬ 
ences  operating  services  from  and  to  United  States  ports 
must  register  their  freight  rates  and  other  conditions  of 
carriage  with  the  United  States  Federal  Maritime  Com¬ 
mission. 
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tion  of  the  right  of  shipowners  in  developing 
countries  to  take  part  in  freight  conferences 
on  an  equal  footing  with  shipowners  of  the 
developed  countries,  and  the  right  of  the  devel¬ 
oping  countries  to  be  fully  informed  of  the 
structure  and  fixing  of  freight  rates  and  other 
conditions  of  carriage  applied  to  products  in¬ 
volved  in  their  trade. 

(c)  Technical  advances  in  shipping,  including 
container  ships 

This  item  is  not  explicitly  included  on  the  pro¬ 
visional  agenda  for  the  second  session  of 
UNCTAD,  but  reference  should  be  made  to  the 
topic  on  account  of  its  importance  for  the  devel¬ 
opment  of  shipping  lines,  and  its  close  con¬ 
nexion  with  conference  and  freight  problems. 
The  UNCTAD  secretariat  has  prepared  a  pre¬ 
liminary  study  on  the  subject.87 

Although  no  precise  information  is  available 
for  the  moment,  a  more  detailed  study  on  these 
and  other  new  techniques  may  possibly  be  pre¬ 
sented  at  the  second  session  of  UNCTAD,  ac¬ 
cording,  to  a  statement  made  by  the  UNCTAD 
secretariat  to  the  Committee  on  Shipping.  Fur¬ 
thermore,  at  a  United  Nations  seminar  on  these 
problems  (London,  May  1967),  the  ECLA  sec¬ 
retariat  presented  a  provisional  analysis  of  the 
questions  raised  by  the  introduction  and  applica¬ 
tion  of  such  new  techniques  in  the  region’s 
maritime  transport. 

These  matters  are  unlikely  to  be  discussed  in 
depth  at  the  forthcoming  session  of  UNCTAD, 
but  they  are  clearly  of  vital  importance  to  the 
developing  countries  on  account  of  their  reper¬ 
cussions  on  the  organization  and  structure  of 
shipping  conferences,  cost  levels,  the  structure 
of  freight  rates,  and  port  operation  and  organi¬ 
zation  techniques.88 

The  introduction  and  efficient  utilization  of 
these  new  techniques  calls  for  the  adoption  of 
various  regulatory  and  administrative  measures, 
which  have  a  pressing  claim  on  the  attention 
of  governments  and  responsible  authorities.  In 
Latin  America,  the  Governments  of  Argentina 
and  Brazil  have  already  taken  action  to  facilitate 
and  encourage  the  use  of  container  ships  in 
maritime  transport. 

It  therefore  seems  desirable  for  these  ques¬ 
tions  to  be  the  subject  of  an  UNCTAD  recom¬ 
mendation  to  the  effect  that  the  Committee  on 
Shipping,  in  co-operation  with  the  regional 


87  “Basic  economics  of  containerization  and  unitiza¬ 
tion  in  ocean  shipping”  (TD/B/C.4/34) . 

88  See  “Latin  America  and  international  trade  policy”, 
op.  cit.,  p.  180. 


economic  commissions,  should  undertake  a  study 
on  regulatory  measures,  which  will  necessarily 
have  to  be  largely  uniform  throughout  the  vari¬ 
ous  regions  of  the  world.  The  co-operation  of 
shippers’  councils  and  consultation  agencies 
would  be  very  useful  for  these  purposes. 

3.  The  shipping  industry  in  developing  coun¬ 
tries  INCLUDING  EXPANSION  OF  THESE  COUN¬ 
TRIES’  MERCHANT  MARINES 

As  mentioned  above,  it  was  stated  at  the  most 
recent  session  of  the  Committee  on  Shipping 
that  this  would  be  the  focal  point  of  the  dis¬ 
cussion  on  shipping  problems  at  the  second 
session  of  UNCTAD,  largely  because  by  that 
time  the  UNCTAD  secretariat  would  have  pre¬ 
pared  the  first  basic  study  on  the  subject.  This 
study  will  analyse  the  role  of  merchant  marines 
in  economic  development  and  the  pertinent  eco¬ 
nomic  investment  criteria,  both  from  the  stand¬ 
point  of  enterprises  and  their  commercial  via¬ 
bility  and  from  that  of  the  economy  as  a  whole, 
taking  into  account  the  over-all  economic  im¬ 
plications  of  merchant  marines  and  the  com¬ 
parative  economic  merits  of  investment  in  mer¬ 
chant  shipping  and  in  other  sectors  of  the 
national  economy.  It  will  include  a  comparison 
of  various  possibilities  for  investment  in  the 
shipping  industry:  in  liner  shipping  or  bulk- 
carrier  tramp  steamers,  in  new  or  second-hand 
ships,  or  in  purchased  or  chartered  vessels.  It 
will  also  devote  attention  to  the  general  problem 
of  financing  the  development  of  merchant 
marines.89 

Presumably,  during  the  proceedings  of  the 
second  session  of  UNCTAD,  the  traditionally- 
maritime  developed  countries  will  reaffirm  their 
objections  to  certain  practices  whereby  the  de¬ 
veloping  countries  endeavour  to  protect  and 
develop  their  incipient  merchant  marines,  on 
the  grounds  that  they  are  of  a  discriminatory 
character.  In  this  connexion,  it  is  apposite  to 
recall  the  principles  incorporated  in  the  Decla¬ 
ration  on  Policy  with  respect  to  Maritime,  River, 
and  Lake  Transport  approved  at  the  meeting 
of  Ministers  of  Foreign  Affairs  of  the  Con¬ 
tracting  Parties  to  the  Montevideo  Treaty  (No¬ 
vember  1965),  and  also  earlier  resolutions 
adopted  by  the  Special  Committee  on  Latin 
American  Co-ordination  (CECLA). 


89  According  to  the  latest  information  from  the 
UNCTAD  secretariat,  an  important  study  will  be  made 
analysing  problems  relating  to  the  establishment  or 
expansion  of  mechant  marines  in  developing  countries, 
and  a  shorter  document  will  be  prepared  summarizing 
that  study  and  the  conclusions  reached. 
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The  declaration  in  question,  after  establishing 
the  objective  of  encouraging  the  maintenance 
and  promoting  the  development  of  the  merchant 
marines  of  the  LAFTA  countries,  emphasizes 
the  need  for  member  countries’  own  shipping 
to  be  guaranteed  a  prior  right  to  carry  a  sub¬ 
stantial  proportion  of  intra-regional  trade  car¬ 
goes,  and  for  the  countries  of  the  Area  to 
possess  sufficient  hold  capacity  to  meet  the 
transport  requirements  of  a  substantial  propor¬ 
tion  of  their  world  trade.  The  LAFTA  countries 
will  take  concerted  action  to  defend  their  com¬ 
mon  transport  policy,  protect  the  development 
of  their  merchant  marines  and  ensure  their  own 
freighters  a  satisfactory  share  in  their  world 
trade.90 

At  its  July  1966  meeting,  CECLA  reaffirmed 
the  inalienable  right  of  countries  to  reserve  a 
substantial  proportion  of  their  foreign  trade 
cargo  for  transport  under  their  own  flags.  Al¬ 
though  the  developing  countries  have  repeatedly 
endorsed  these  principles  at  the  first  session  of 
UNCTAD  and  in  the  UNCTAD  Committee  on 
Shipping,  mention  should  be  made  of  the  reaf¬ 
firmation  of  these  aspirations  in  the  Charters 
of  Tequendama  and  Algiers.  In  similar  or 
identical  terms,  they  reaffirm  the  inalienable 
right  of  the  developing  countries  to  establish 
and  to  expand  their  merchant  marines  in  rela¬ 
tion  to  the  freight  position  and  prospects  gen¬ 
erated  by  their  foreign  trade.  In  addition,  the 
measures  adopted  by  the  developing  countries 
to  achieve  those  objectives,  including  the  reser¬ 
vation  of  a  large  and  equitable  share  of  the 
cargo  transported  to  and  from  those  countries, 
should  not  be  regarded  as  discriminatory  nor 
should  they  lead  to  the  adoption  by  the  devel¬ 
oped  countries  of  retaliatory  or  other  measures 
which  might  have  the  effect  of  nullifying  the 
measures  taken  by  the  developing  countries. 
Moreover,  the  second  session  of  UNCTAD 
should  adopt  measures  to  ensure  that  the  devel¬ 
oped  countries  and  international  credit  agencies 
extend  financial  and  technical  assistance  for  the 
establishment  and  expansion  of  merchant  ma¬ 
rines  in  developing  countries,  and  lay  down 
criteria  to  ensure  that  such  financing  is  granted 
to  genuinely  national  enterprises. 

In  the  ECLA  study  quoted  above,91  reference 
was  made  to  the  adverse  reactions  produced 
in  certain  world  shipping  circles  by  the  signing 
of  the  LAFTA  countries’  Water  Transport  Agree¬ 
ment,  inasmuch  as  it  constitutes  the  first 


90  See  also  “Latin  America  and  international  trade 
policy”,  op.  cit.,  pp.  175-177. 

»i  Ibid.,  pp.  176-177. 


regional-scale  reservation  of  cargo  through  an 
inter-governmental  agreement. 

At  its  fifth  annual  session  (Vina  del  Mar, 
Chile,  June  1967),  the  Inter- American  Economic 
and  Social  Council  (IA-ECOSOC)  adopted  a 
resolution  concerning  the  Declaration  on  Policy 
with  respect  to  Maritime,  River  and  Lake  Trans¬ 
port  and  to  the  Water  Transport  Agreement. 
In  the  preamble  to  this  resolution,  it  is  pointed 
out  that  the  provisions  of  the  Water  Transport 
Agreement  establish  principles  which  differ 
from  those  traditionally  governing  maritime 
transport  but  are  consistent  with  the  needs  and 
the  real  social  and  economic  situation  of  Latin 
America,  relating  to  such  questions  as  a  system 
of  freight  conferences  under  government  super¬ 
vision;  establishment  of  freight  rates  on  the 
basis  of  certain  predetermined  principles,  and 
the  need  for  them  to  be  submitted  to  the  Con¬ 
tracting  Parties  for  approval;  and  representa¬ 
tion  of  users’  interests  through  the  creation  of 
shippers’  councils.  In  the  operative  part,  it  is 
recommended  that  support  should  be  given  to 
the  Latin  American  countries’  maritime  trans¬ 
port  programmes  as  an  effective  contribution 
to  their  economic  development,  and  that  en¬ 
deavours  should  be  made  to  ensure  that  as  far 
as  possible  all  the  developed  countries  co-operate 
in  such  programmes. 

The  resolution  was  unanimously  adopted  by 
the  Latin  American  countries.  The  delegation  of 
the  United  States  expressed  sympathy  with  the 
Latin  American  countries’  aims,  but  objected 
that  some  of  the  provisions  of  the  Water  Trans¬ 
port  Agreement  would  not  efficiently  promote 
economic  development.  It  disapproved,  in  par¬ 
ticular,  of  the  provisions  relating  to  the  reserva¬ 
tion  of  cargo  and  mandatory  membership  of 
freight  conferences  for  shipowners;  such  prin¬ 
ciples  could  only  have  the  effect  of  pushing  up 
freight  rates,  which  would  hamper  rather  than 
promote  intraregional  trade  and  would  limit 
the  scope  of  the  Latin  American  common  market. 

Commenting  on  the  doubts  expressed  by  the 
United  States  delegation,  the  Chilean  delegation 
said  that  the  Water  Transport  Agreement  estab¬ 
lished  fair  and  healthy  competition,  while  pre¬ 
venting  the  sort  that  serves  to  create  chaos  in 
maritime  transport  and  makes  it  possible,  in 
the  long  run,  for  the  strongest  competitor  to 
monopolize  freight  traffic  by  displacing  his 
weaker  rivals.  Some  of  the  provisions  of  the 
Agreement  would  make  for  the  carriage  of  a 
larger  share  of  cargo  under  Latin  American 
flags,  and  would  therefore  lead  to  an  improve¬ 
ment  in  balance-of-payments  positions,  thus 
speeding  up  the  integration  process  which  was 
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to  culminate  in  the  common  market.  The  same 
delegation  drew  attention  to  the  magnitude  of 
the  subsidies  granted  by  developed  countries, 
including  the  United  States,  to  their  merchant 
marines,  and  to  the  measures  adopted  by  the 
United  States  Government  to  reserve  specific 
types  of  cargo  for  its  own  merchant  fleet. 

4.  Machinery  for  consultation  on  shipping 
PROBLEMS 

The  Committee  on  Shipping,  at  its  second 
session,  discussed  a  comprehensive  secretariat 
study  and  adopted  a  resolution  laying  down 
guidelines  for  future  action.  In  this  resolution, 
it  called  on  the  regional  economic  commissions 
to  continue  their  efforts,  in  co-operation  with 
the  UNCTAD  secretariat,  to  establish  shippers’ 
councils  and  national  and  regional  consultation 
machinery  along  the  lines  laid  down  in  the 
resolution.92  It  also  stresses  the  importance  of 
United  Nations  technical  assistance  programmes 
for  the  attainment  of  the  objectives  indicated. 

The  UNCTAD  secretariat  study  will  be  widely 
distributed  and  available  for  discussion  at  New 
Delhi.  As  the  Trade  and  Development  Board, 
at  its  fifth  session  (August-September  1967), 
expressed  the  view  that  this  agenda  item  was 
ready  for  consideration,  relevant  measures  could 
be  adopted  at  the  forthcoming  session  of 
UNCTAD. 

Latin  America’s  experience  in  this  field  has 
demonstrated  that  for  the  establishment  and 
efficient  operation  of  shippers’  councils  it  is  very 
important  that  close  contact  should  be  main¬ 
tained  between  such  councils  and  the  ECLA 
secretariat.  There  has  been  a  continual  exchange 
of  information  with  the  councils,  which  has 
provided  measures  of  guidance  for  their  ac- 

92  See  “Consultation  in  Shipping.  Establishment  of 
national  and  regional  shippers’  bodies;  consultation  and 
negotiation  between  shippers  and  shipowners”  (TD/B/ 
C.4/20/Add.2),  for  information  on  ECLA’s  activities  in 
this  field. 


tivities.  However,  as  far  as  is  known,  the  Latin 
American  Governments  have  not  made  use  of 
technical  assistance  programmes  for  the  organi¬ 
zation  of  consultation  machinery,  as  envisaged 
in  the  Committee  on  Shipping’s  resolution. 

In  these  circumstances,  it  seems  desirable  to 
suggest  that  the  second  session  of  UNCTAD 
should  adopt  a  resolution  endorsing  that  of  the 
Committee  on  Shipping,  and  inviting  the  Com¬ 
mittee  to  draw  up  a  specific  action  programme, 
in  co-operation  with  the  United  Nations  Devel¬ 
opment  Programme,  to  establish  national  and 
regional  consultation  machinery,  priority  being 
given  to  the  establishment  and  improvement  of 
national  systems. 

5.  Port  improvement 

The  UNCTAD  secretariat  has  stated  that  no 
significant  study  on  port  development  can  be 
prepared  prior  to  the  New  Delhi  meeting.  Pre¬ 
sumably,  therefore,  discussion  of  these  problems 
in  depth  will  not  be  possible. 

The  resolutions  adopted  by  the  Special  Com¬ 
mittee  on  Latin  American  Co-ordination 
(CECLA)  at  its  July  1966  session  should  be 
recalled  in  this  connexion.  In  these  resolutions, 
CECLA  recognizes  the  need  to  step  up  efforts 
to  improve  port  conditions  at  all  levels,  but 
considers  that  national  resources  are  inadequate 
for  this  task,  whose  the  fulfilment  of  which  will 
largely  depend  on  technical  and  financial  assist¬ 
ance.  In  almost  identical  terms,  the  Charters  of 
Tequendama  and  Algiers  reaffirm  the  position 
taken  at  the  first  session  of  UNCTAD  and  in 
the  Committee  on  Shipping  on  improvements 
in  port  operations.  They  stress  that  the  New 
Delhi  meeting  should  adopt  practical  measures 
to  ensure  that  the  savings  obtained  from  the 
improvement  of  port  facilities  are  of  immediate 
benefit  to  the  developing  countries  through 
reduction  of  the  freight  rates  applicable  to 
ports  where  such  improvements  are  made. 


F.  Trade  expansion  and  economic  integration  among  developing  countries 


Trade  between  developing  countries  has  been 
growing  at  a  very  slow  pace — more  slowly  than 
their  trade  with  industrialized  countries,  accord¬ 
ing  to  recent  UNCTAD  and  GATT  studies.93 


03  Examination  of  measures  for  the  expansion  of 
commodity  trade  among  developing  countries”,  report  by 
the  secretariat  of  UNCTAD  (TD/B/C.1/27)  and 
“Trade  among  developing  countries”,  report  by  the  sec¬ 
retariat  of  GATT  (Com.TD/D/W.3) .  For  further  details, 
see  Trade  expansion  and  economic  co-operation  among 
developing  countries  (United  Nations  publication,  Sales 


Moreover,,  it  is  under-diversified,  since  80  per 
cent  consists  of  primary  products  (petroleum, 
40. per  cent;  foodstuffs,  25  per  cent;  raw  ma¬ 
terials,  15  per  cent) .  Trade  in  manufactures  has 
increased  proportionately  more  than  commodity 
trade,  but  the  absolute  figures  involved  are  still 
very  modest,  and  it  is  confined  to  a  few  light- 

No. :  67.II.D.2),  and  Trade  expansion  and  economic  in¬ 
tegration  among  developing  countries  (United  Nations 
publication,  Sales  No.:  67.II.D.20). 
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industry  products.  In  the  Latin  American  in¬ 
tegration  areas,  however,  reciprocal  trade  has 
been  expanding  rapidly.  In  the  countries  of  the 
Latin  American  Free  Trade  Association,  imports 
and  exports  rose  from  660  million  dollars  in 
1961  to  1,460  million  in  1966  (i.e.,  by  122  per 
cent)  ;  in  the  Central  American  Common  Market, 
they  increased  from  36.8  million  dollars  to  176.3 
million  over  the  same  period  (i.e.,  by  379  per 
cent) . 

The  sluggishness  of  the  developing  countries’ 
reciprocal  trade  can  be  largely  ascribed  to  the 
persistence  of  certain  unfavourable  structural 
factors.  The  economic,  financial  and  trade  links 
between  developing  States  and  industrialized 
countries  continue  in  force,  and  with  them  the 
traditional  trade  flows.  The  resulting  orientation 
of  the  transport  and  communications  systems 
and  trade  channels  in  specific  directions  substan¬ 
tially  raises  freight  costs  and  hampers  com¬ 
munications  between  developing  countries.  Their 
production  patterns  are  often  such  that  supply 
is  ill-adjusted  to  market  requirements,  and  their 
industrial  development  policy  is  frequently  im¬ 
plemented  in  watertight  compartments  with  no 
attempt  at  co-ordination.  Inadequate  scales  of 
production  raise  the  costs  and  thus  undermine 
the  competitive  capacity  of  the  lines  of  produc¬ 
tion  concerned,  which  are  maintained  by  means 
of  strong  tariff  protection  that  prevents  access 
of  similar  products  from  other  developing 
countries. 

Other  factors  militating  against  the  expansion 
of  trade  between  developing  countries  include 
the  precarious  financial  position  of  many  devel¬ 
oping  countries,  which  limits  their  capacity  to 
compete  with  industrialized  countries  in  extend¬ 
ing  credit  facilities  to  buyers;  deficient  admin¬ 
istrative  organization  in  the  fields  of  trade, 
finance  and  insurance,  which  leads  to  trouble¬ 
some  formalities;  and  unequal  competitive  con¬ 
ditions  vis-a-vis  industrialized  countries,  which 
subsidize  production  and  exports  or  operate  on 
the  basis  of  concessions. 

The  preferential  tariffs  granted  by  some  de¬ 
veloping  countries  for  products  from  certain 
developed  nations  (reverse  preferences)  seriously 
limit  the  prospects  for  expansion  of  trade  be¬ 
tween  developing  countries. 

Latin  America’s  share  in  total  trade  between 
developing  countries  (excluding  its  intra-regional 
trade)  is  insignificant  and  is  confined  to  a 
few  traditional  commodities.  Petroleum  and  pe¬ 
troleum  products,  raw  cotton  and  meat  account 
for  60  per  cent  of  its  exports,  and  these  plus 
coffee,  sugar  and  some  tropical  fruits,  for  over 
80  per  cent.  Its  trade  is  also  characterized  by 


a  high  degree  of  concentration  as  regards  buyers, 
since  Yugoslavia,  Egypt,  Hong  Kong,  Israel, 
China  (Taiwan),  India  and  South  Korea  absorb 
60  per  cent  of  Latin  America’s  exports  to  devel¬ 
oping  countries.  In  those  markets  there  is  keen 
competition  between  some  items,  such  as  meat, 
wheat,  cotton,  petroleum  products,  and  other 
similar  products  from  the  industrialized  coun¬ 
tries.  This  shows  that  there  is  a  wide  margin 
for  substitution  if  negotiations  for  securing  that 
the  developing  countries  accord  one  another 
preferential  terms  not  applicable  to  industrial¬ 
ized  countries  are  successful. 

Both  GATT  and  UNCTAD  have  made  con¬ 
siderable  headway  in  analysing  and  formulating 
measures  which  might  contribute  to  the  expan¬ 
sion  of  this  trade  and  to  the  economic  integra¬ 
tion  of  developing  countries,  and  little  remains 
to  be  done  except  to  provide  the  appropriate 
instruments  for  their  implementation. 

GATT  attaches  major  importance  to  the  nego¬ 
tiation  of  tariff  and  non-tariff  concessions  be¬ 
tween  developing  countries,  while  not  neglecting 
to  explore  other  ways  of  expanding  their  recip¬ 
rocal  trade.  The  negotiations  have  been  in  the 
hands  of  an  unofficial  group  of  twenty  develop¬ 
ing  countries,  fourteen  of  which  presented  pro¬ 
visional  schedules  as  a  basis  for  the  negotiations. 
Only  ten  of  these  countries,  including  five  Latin 
American  States  (Argentina,  Brazil,  Chile,  Peru 
and  Uruguay)94  have  expressed  a  wish  to  con¬ 
tinue  this  exploratory  work.  Some  working 
hypotheses  and  basic  rules  have  been  suggested 
for  these  negotiations  and  it  is  proposed  that  a 
negotiations  committee  should  be  set  up,  con¬ 
sisting  of  representatives  of  the  interested  Latin 
American  countries,  whose  first  task  would  be 
to  discuss  these  rules. 

UNCTAD,  in  studies  carried  out  by_  a  com¬ 
mittee  of  experts  and  the  secretariat,00  adopts 
a  much  broader  and  more  complex  approach, 
the  objective  being  to  achieve  substantial  changes 
in  supply  conditions  by  means  of  changes  in 
the  structure  of  production  and  demand,  as  well 
as  in  the  channelling  of  developing  countries 
trade  flows.  With  that  end  in  view,  it  considers 
and  proposes  measures  not  only  for  the  elimina¬ 
tion  or  reduction  of  trade  barriers  among  those 
countries,  but  also  in  relation  to  investment  and 
financing,  payments  problems  and  export  credits. 
Stress  is  also  laid  on  the  importance  of  identi- 


94  The  other  five  countries  are  India,  Pakistan,  Yugo¬ 
slavia,  Israel  and  the  United  Arab  Republic. 

95  See  Trade  expansion  and  economic  co-operation 
among  developing  countries,  op.  cit.,  and  Trade  expan¬ 
sion  and  economic  integration  among  developing  coun¬ 
tries,  op.  cit. 
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fying  possibilities,  problems  and  procedures 
relating  to  the  economic  integration  of  devel¬ 
oping  countries.  Other  suggested  measures  to 
promote  the  expansion  of  trade  and  economic 
co-operation  between  developing  countries  relate 
to  international  support  for  achieving  balanced 
development  (with  particular  regard  to  the  po¬ 
sition  of  the  less  developed  countries),  to  the 
investment  policy  of  developing  countries  (with 
emphasis  on  multinational  investment) ,  to  ways 
of  facilitating  the  financing  of  trade  flows,  and 
to  the  provision  of  technical  assistance.96 

Both  the  Charter  of  Tequendama  and  the 
Charter  of  Algiers  take  up  many  of  these  sug¬ 
gestions,  although  special  importance  is  attached 
to  a  number  of  measures  which  deserve  priority 
or  offer  more  definite  possibilities  for  the  ex¬ 
pansion  of  trade  between  developing  countries 
and  their  economic  integration.  Thus,  the  Charter 
of  Tequendama  stresses  the  desirability  of 
strengthening  and  speeding  up  processes  of  re¬ 
gional  and  sub-regional  economic  integration 
as  the  most  appropriate  method  of  expanding 
intra-area  trade  and  of  promoting  the  harmo¬ 
nious  development  of  the  countries  participating 
in  those  processes,  and  sets  forth  basic  principles 
for  the  elimination  of  barriers  impeding  such 
expansion.  In  the  Charter  of  Algiers  specific 
studies  are  requested  with  a  view  to  the  estab¬ 
lishment  of  country  groupings  or  national  and 
regional  export  promotion  centres,  and  the 
establishment  and  improvement  of  multilateral 
payments  systems  between  developing  countries. 
It  also  advocates  the  adoption  of  a  number  of 
principles  and  convergent  measures  as  a  basis 


96  See  “Trade  expansion,  economic  co-operation  and 
integration  among  developing  countries”  (TD/B/137/ 
Add.l),  which  summarizes  the  suggestions  contained  in 
the  publications  referred  to  in  the  previous  footnote. 


for  international  action  by  developed  and  devel¬ 
oping  countries  to  attain  the  proposed  objec¬ 
tives.  The  developing  countries  are  also  urged 
to  inform  UNCTAD,  at  its  second  session,  of 
the  efforts  they  are  making  or  planning  to  make 
in  order  to  increase  their  trade  and  strengthen 
their  economic  co-operation,  particularly  in  the 
field  of  inter-regional,  regional  and  sub-regional 
co-operation.  In  this  respect,  and  more  specifi¬ 
cally  in  relation  to  regional  economic  integra¬ 
tion,  the  Declaration  of  the  Presidents  of 
America  contains  provisions  which  form  the 
basis  for  a  programme  of  objectives  established 
by  the  Latin  American  countries  themselves 
as  a  step  towards  the  establishment  of  a  regional 
common  market. 

The  following  are  some  possible  additional 
measures:  the  harmonization  of  development 
plans,  or  at  least  of  investment  projects,  with 
a  view  to  co-ordinating  industrial  and  agricul¬ 
tural  production  and  infrastructural  improve¬ 
ments  in  the  developing  countries;  specialization 
of  regional  and  sub-regional  development  banks; 
and  the  conclusion  of  agreements  to  facilitate 
purchases  between  developing  countries  with 
funds  made  available  under  programmes  of  aid 
from  developed  countries. 

As  proposed  in  the  Charter  of  Algiers,  it 
would  be  desirable  to  set  up  a  special  working 
group  at  the  second  session  of  UNCTAD  to 
study  the  most  important  or  pressing  practical 
questions  and  problems,  and  the  above-mentioned 
measures,  without  prejudice  to  the  simultaneous 
establishment  of  a  permanent  committee  whose 
task  would  be  to  study  all  matters  relating  to 
the  expansion  of  trade  between  developing  coun¬ 
tries  and  their  economic  integration  and  whose 
most  urgent  activities  are  described  by  the 
Group  of  77  in  the  Charter  of  Algiers. 


G.  Special  measures  in  favour  of  the  relatively  less  developed  countries 


The  international  community  has  accepted 
the  principle  that  measures  to  improve  external 
sector  conditions  in  the  developing  countries 
should  include  special  treatment  for  the  rela¬ 
tively  less  developed  countries.  An  attempt 
should  be  made  to  counteract  as  far  as  possible 
the  handicaps  of  under-development  which  pre¬ 
vent  these  countries  from  taking  advantage  of 
opportunities  that  might  present  themselves,  and 
to  make  an  effective  contribution  towards  bridg¬ 
ing  the  gap  between  their  levels  of  income  and 
those  of  other  countries. 


This  principle  has  also  been  accepted  and 
effectively  applied  in  the  Latin  American  Free 
Trade  Association.  It  appears  as  one  of  the 
principles  of  Latin  American  economic  integra¬ 
tion  in  the  Declaration  of  the  Presidents  of 
America  (14  April  1967),  which  states,  in  this 
regard,  that  “the  different  levels  of  development 
and  economic  and  market  conditions  of  the 
various  Latin  American  countries  must  be  borne 
in  mind,  in  order  that  the  integration  process 
may  promote  their  harmonious  and  balanced 
growth.  In  this  respect,  the  countries  of  rela- 
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tively  less  economic  development,  and,  to  the 
extent  required,  those  of  insufficient  market, 
will  have  preferential  treatment  in  matters  of 
trade  and  of  technical  and  financial  co-opera¬ 
tion”.  To  this  end,  the  Declaration  recommends 
action  to  facilitate  free  access  of  products  from 
the  relatively  less  developed  countries  to  the 
market  of  the  other  LAFTA  countries,  and  the 
installation  and  financing  in  those  countries  of 
industries  intended  for  the  enlarged  market, 
and  to  secure  preferential  conditions  in  the  sub¬ 
regional  agreements  in  which  they  have  an 
interest. 

There  are,  notwithstanding,  practical  difficul¬ 
ties  in  applying  the  principle  of  granting  special 
treatment  to  the  relatively  less  developed 
countries. 

In  the  first  place,  it  is  difficult  to  formulate 
objective  criteria  for  identifying  which  are  the 
relatively  less  developed  countries.  The  prob¬ 
lems  involved  are  similar  to  those  encountered 
in  establishing  the  difference  between  developed 
and  developing  countries,  and  are  perhaps  even 
more  difficult.  These  difficulties  are  further  in¬ 
creased  by  the  differences  between  the  various 
developing  areas.  Experience  so  far  has  shown 
that  the  use  of  various  economic  indexes  and 
theoretical  principles  to  define  different  degrees 
of  economic  development  has  not  yielded  suffi¬ 
ciently  convincing  and  satisfactory  results,  and 
that  equally  or  even  more  acceptable  results 
could  be  obtained  by  using  empiric  methods. 
Thus,  the  second  session  of  UNCTAD  should 
discuss  the  possibility  that  the  countries  within 
each  region  should  themselves  determine  which 
of  their  group  should  be  considered  relatively 
less  developed.  So  far  as  Latin  America  is  con¬ 
cerned,  there  is  already  general  agreement  on 
which  countries  should  be  so  described. 

Difficulties  are  also  encountered  in  specify¬ 
ing  the  nature,  scope  and  operational  procedures 
of  the  special  measures  to  provide  more  favour¬ 
able  treatment  for  the  relatively  less  developed 
countries. 

In  the  Charter  of  Algiers,  the  developing 
countries  recognized  that  it  would  be  premature 
to  define  the  appropriate  combination  of  special 
measures,  but  stated  that  they  could  derive  from 
joint  action  in  the  following  spheres:  (a)  com¬ 
modity  policy,  including  measures  of  financial 
and  technical  assistance  for  diversification  pro¬ 
grammes;  ( b )  preferences  in  trade  in  manufac¬ 
tures  and  semi-manufactures;  (c)  development 
finance;  (c?)  regional  economic  integration; 
(e)  invisibles;  and  (/)  trade  promotion. 


In  view  of  the  complexity  of  the  questions 
involved  in  these  six  spheres  of  action,  the 
Algiers  Meeting  decided  to  establish  a  working 
group  composed  of  representatives  from  fifteen 
countries  (five  in  each  regional  group),  which 
should  meet  between  1  December  1967  and 
15  January  1968  to  make  specific  proposals  for 
action  in  each  of  those  spheres. 

The  Charter  of  Algiers  sets  forth  a  number 
of  criteria  on  several  topics.  With  regard  to 
commodity  policy,  it  recommends  that  special 
consideration  should  be  given  at  the  second 
session  of  UNCTAD  to  the  needs  of  the  less 
developed  countries  in  relaxing  tariff  and  non¬ 
tariff  barriers  affecting  access  to  the  markets 
both  in  tropical  and  temperate  zone  products. 
It  also  recommends  temporary  refunds,  at  least 
in  part,  of  revenue  charges  and  duties  on  com¬ 
modities  of  particular  interest  to  the  least  de¬ 
veloped  countries. 

With  regard  to  trade  in  manufactures  and 
semi-manufactures,  it  recommends  the  applica¬ 
tion  of  measures  to  ensure  that,  in  establishing 
a  general  system  of  preferences,  the  developed 
countries  should  give  special  treatment  to  the 
relatively  less  developed  countries.  More  specifi¬ 
cally,  the  preferential  system  must  be  conceived 
in  such  a  way  as  to  make  possible  for  the  least 
advanced  among  developing  countries  to  share 
in  its  benefits.  Any  time  limits  of  the  system 
should  be  flexible  so  that  countries  at  present 
in  the  primary  stages  of  development  will  even¬ 
tually  be  able  to  reap  its  advantages.  Escape 
clause  actions  limiting  or  excluding  particular 
exports  should  not  apply  to  the  less  competitive 
products  from  less  advanced  countries.  It  is 
likewise  recommended  that  specific  commitments 
should  be  undertaken  to  provide  technical  and 
financial  assistance  for  the  establishment  in 
those  countries  of  export-oriented  industries, 
with  a  view  to  markets  both  in  the  developed 
world  and  in  other  developing  countries. 

The  experience  acquired  in  the  operation  of 
such  a  system  of  preferences  should  make  it 
possible  to  identify  other  appropriate  and  fea¬ 
sible  measures  which  could  be  adopted  in  favour 
of  the  relatively  less  developed  countries,  in 
addition  to  those  already  mentioned,  to  enable 
them  to  take  full  advantage  of  the  opportunities 
provided  by  that  system.  To  these  measures 
could  be  added  others,  such  as  that  contained 
in  the  Declaration  of  the  Presidents  of  America 
and  repeated  in  the  Charter  of  Tequendama, 
recommending  that,  under-regional  or  sub¬ 
regional  economic  integration  agreements,  due 
consideration  should  be  given  to  the  special 
situation  of  the  relatively  less  developed  coun- 
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tries  by  granting  them  commercial,  financial  and 
other  advantages.97 

It  is  essential,  on  the  other  hand,  that  in 
considering  and  proposing  specific  provisions 
in  each  of  the  different  spheres  in  favour  of 
the  relatively  less  developed  countries,  care 
should  be  taken  to  ensure  that  the  nature  and 


97  Article  32  of  the  Montevideo  Treaty  provides  for 
special  measures  in  favour  of  the  economically  relatively 
less  developed  countries  in  the  LAFTA  Area,  and  in 
particular,  the  granting  of  advantages  not  extended  to 
the  other  Contracting  Parties.  Moreover,  consideration 
is  being  given  in  LAFTA  to  a  proposal  that  non-recipro¬ 
cal  tariff  preferences  might  be  granted  to  economically 
relatively  less  developed  countries  in  Latin  America,  as 


scope  of  these  provisions  should  not  unduly 
or  unnecessarily  affect  the  interests  of  the 
remaining  developing  countries. 

requested  by  those  countries  on  many  occasions.  In  this 
connexion,  the  LAFTA  Council  of  Ministers,  in  its  reso¬ 
lution  196  adopted  at  the  Asuncion  meeting  (August 
1967),  requested  that  “after  the  necessary  supplemen¬ 
tary  studies  had  been  made,  the  Standing  Executive 
Committee  should  submit  to  the  Council  of  Ministers  at 
its  third  meeting  proposals  regarding  the  Association’s 
policy  on  non-reciprocal  tariff  preferences  which  the 
LAFTA  countries  might  grant  to  Central  America  or 
Panama,  and  which  would  be  extended  only  to  economi¬ 
cally  relatively  less  developed  countries”,  and  that 
“when  it  considered  it  appropriate,  the  Council  should 
submit  the  matter  to  the  LAFTA-CACM  Co-ordinating 
Committee.” 


H.  Expansion  of  trade  with  the  centrally  planned  economies 


Total  Latin  American  exports  to  the  centrally 
planned  economies  expanded  considerably  in  the 
period  1960-1966.  The  total  value  of  these  ex¬ 
ports  in  1966  was  211  per  cent  higher  than 
in  1960,  which  reflects  a  more  rapid  rate  of 
growth  of  exports  to  socialist  markets  than  in 
other  developing  areas  (see  table  14).  However, 
this  rate  of  growth  is  lower  and  the  absolute 
figures  are  considerably  smaller  if  the  export 
figures  for  Cuba  are  excluded  from  the  total. 
Excluding  Cuba,  total  Latin  American  exports 
to  the  socialist  countries  rose  from  149  million 
dollars  in  1960  to  400  million  in  1966  (168  per 
cent) .  Even  so,  this  still  represents  a  higher 
rate  of  growth  than  in  other  developing  areas. 

These  high  growth  rates  are  partly  the  result 
of  the  relatively  low  level  of  the  absolute  export 
figures  for  the  base  year.  The  proportion  of 
total  exports  represented  by  exports  to  the  so¬ 
cialist  countries  has  undoubtedly  increased,  but 


it  still  remains  relatively  low.  Once  again  men¬ 
tion  should  be  made  of  the  effect  of  the  inclu¬ 
sion  of  the  export  figures  for  Cuba.  If  Cuba 
is  included,  the  proportion  of  Latin  American 
exports  to  the  socialist  countries  rose  from  3.6 
per  cent  in  1960  to  8.3  per  cent  in  1966;  in 
contrast,  if  Cuba  is  excluded,  the  corresponding 
increase  was  from  1.9  to  3.7  per  cent. 

In  analysing  the  recent  development  of  Latin 
American  exports  to  the  socialist  countries,  it 
is  preferable  to  consider  Cuba  separately  from 
the  rest  of  the  region.  As  is  indicated  in  table  15, 
in  1960  Cuban  exports  to  the  socialist  coun¬ 
tries  almost  equalled  in  value  the  exports  of 
all  the  remaining  Latin  American  countries  to 
the  same  area.  However,  there  was  a  radical 
change  in  this  situation  after  1961,  since  while 
Cuba’s  exports  in  that  year  tended  to  be  mainly 
channelled  towards  the  socialist  markets  (its 
exports  to  other  areas  declining),  those  of  the 


Table  14 

EXPORTS  FROM  THE  DEVELOPING  AREAS  TO  THE  SOCIALIST  COUNTRIES,  1960-66 


(Millions  of  dollars) 


Latin 

America 

Index 

Africa 

Index 

South 

East 

Asia 

Index 

Middle 
East 
(  Asia) 

Index 

Total 

developing 

areas 

Index 

1960  .... 

100 

375 

100 

470 

100 

70 

100 

1,215 

100 

1961  . 

190 

325 

87 

485 

103 

80 

114 

1,475 

121 

1962  _ 

.  615 

202 

300 

80 

540 

115 

110 

157 

1,560 

128 

1963  . 

180 

410 

109 

585 

124 

130 

186 

1,675 

138 

1964  . 

.  710 

233 

420 

112 

660 

140 

150 

214 

1,940 

160 

1965  . 

.  935 

307 

570 

152 

740 

157 

135 

193 

2.380 

196 

1966  . 

.  950 

311 

560 

149 

790 

168 

150 

214 

2,450 

202 

Source:  GATT,  “Network  of  total  international  trade”.  In:  International  Trade  1966  (1967). 
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other  Latin  American  countries  remained  at 
their  1960  levels  and  the  increases  recorded  in 
the  succeeding  years  were  relatively  lower  than 
the  increases  in  Cuban  exports.  Consequently, 
the  total  value  of  Cuban  exports  to  socialist 
markets  has  been  much  higher  since  1961  than 
that  of  the  exports  from  the  rest  of  Latin 
America.  While  the  higher  growth  rate  of  Cuban 
exports  to  the  socialist  countries  is  mainly  the 
result  of  a  diversion  of  trade,  the  increase  in 
exports  from  the  remaining  Latin  American 
countries  represents  to  a  large  extent  a  creation 
of  trade. 

There  are  other  aspects  which  should  be  em¬ 
phasized  in  the  recent  development  of  export 
trade  between  the  two  areas  under  consideration. 


Between  1960  and  1963  the  growth  of  Latin 
American  exports  (excluding  Cuba’s)  was  rela¬ 
tively  small  in  absolute  terms,  but  significant 
increases  were  recorded  in  1964  and  1965.  The 
upward  trend  was  halted  in  1966,  when  there 
was  an  increase  of  only  5  million  dollars  in 
relation  to  1965.  The  growth  of  Latin  American 
exports  (excluding  Cuba’s)  to  the  socialist  area 
was,  therefore,  mainly  confined  to  1964  and 
1965,  and  the  factors  which  helped  to  determine 
that  growth  should  therefore  be  examined  in 
more  detail. 

It  should  be  pointed  out,  in  the  first  place, 
that  the  number  of  Latin  American  countries 
exporting  to  socialist  markets  is  very  small; 
in  point  of  fact  about  80  per  cent  of  Latin 


Table  15 

EXPORTS  FROM  COUNTRIES  IN  THE  LATIN  AMERICAN  AREA  TO 
THE  SOCIALIST  COUNTRIES,  1960-66 


(Millions  of  dollars) 


I960 

1961 

1962 

1963 

1964 

1965 

1966 

61.1 

56.5 

78.7 

55.1 

152.7 

196.2 

227.1 

_ 

_ 

— 

— 

— 

— 

— 

71.3 

75.2 

73.2 

92.4 

88.3 

89.0 

105.2 

2.2 

2.0 

1.1 

3.6 

7.4 

9.9 

15.9 

0.6 

1.2 

1.2 

2.2 

2.3 

7.3 

5.5 

_ 

0.1 

0.1 

0.7 

— 

— 

— 

1.0 

0.2 

6.0 

3.6 

17.5 

61.2 

8.5 

_ 

— 

— 

— 

— 

— 

— 

0.1 

0.2 

2.0 

7.9 

11.8 

15.3 

21.3 

13.1 

14.3 

24.1 

11.1 

13.0 

10.1 

16.4 

Venezuela  . 

— 

— 

— 

0.1 

0.1 

3.0 

0.1 

LAFTA  countries  . . . . 

149.4 

149.7 

186.4 

176.7 

293.1 

392.0 

400.0 

_ 

_ 

_ 

— 

0.2 

0.6 

El  Salvador  . 

— 

0.2 

0.2 

0.4 

0.6 

3.7 

0.3 

— 

— 

— 

— 

— 

— 

_ 

— 

— 

— 

— 

— 

— 

_ 

— 

— 

— 

— 

— 

— 

CACM  countries  . 

— 

0.2 

0.2 

0.4 

0.6 

3.9 

0.9 

_ 

_ 

— 

— 

— 

— 

_ 

— 

— 

— 

— 

— 

— 

Dominican  Republic  . . . 

— 

— 

— 

— 

— 

— 

— 

Guyana  . 

— 

— 

— 

' 

Jamaica  . . 

— 

Sub-total 

149.4 

149.9 

186.6 

177.1 

293.7 

395.9 

400.9 

147.2 

453.1 

412.8 

353.9 

410.8 

522.1 

. . . 

Total 

296.6 

603.0 

599.4 

531.0 

704.5 

918.0 

400.9 

Source:  ECLA,  on  the  basis  of  official  foreign  trade  statistics.  ,  ,  ,, 

Note:  No  reason  could  be  established  for  the  slight  discrepancies  between  the  country  data  and  the  over-all 

data  in  the  previous  table. 
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American  exports  (excluding  Cuba’s)  in  1964-66 
were  from  only  two  countries — Argentina  and 
Brazil — ,  the  rest  being  mainly  from  Colombia, 
Mexico,  Peru  and  Uruguay.  Secondly,  the  in¬ 
crease  in  exports  in  1964-66  in  relation  to 
1960-63  was  mainly  confined  to  Argentina  and 
on  occasion  (in  1965)  to  Mexico.  Table  15 
shows  that  it  is  not  possible  to  generalize  on 
the  development  of  exports  from  individual 
countries,  since  while  in  some  cases  there  were 
periods  of  relative  stagnation  (in  Argentina 
between  1960  and  1963,  and  in  Brazil  between 
1960  and  1965),  in  others  there  were  sharp 
fluctuations  (mainly  in  Mexico  and  Uruguay) 
or  growth  was  sustained  but  of  little  significance 
in  absolute  terms,  as  in  Colombia  and  Peru. 

Moreover,  there  is  a  high  degree  of  concen¬ 
tration  with  regard  to  the  destination  of  these 
exports,  as  well  as  to  their  origin.  In  1964-66 
the  bulk  of  Latin  American  exports  (excluding 
Cuba’s)  went  to  the  Soviet  Union,  Eastern  Ger¬ 
many,  Czechoslovakia,  Poland  and  mainland 
China.  The  growth  of  exports  in  Argentina 
mainly  took  the  form  of  increased  sales  to  the 
Soviet  Union  and  mainland  China.  In  the  case 
of  Brazil,  on  the  other  hand,  the  share  of  the 
Soviet  Union  declined  in  1965-66  in  relation 
to  1963-64,  while  sales  to  Eastern  Germany, 
Czechoslovakia  and  Hungary  increased.  Gen¬ 
erally  speaking,  the  exports  of  every  Latin 
American  country  fluctuated  greatly  throughout 
this  period  with  regard  to  their  destination, 
which  is  undoubtedly  attributable  to  the  rela¬ 
tively  short  period  of  the  trade  agreements 
under  which  these  exports  were  made. 

The  trade  of  certain  Latin  American  countries 
with  the  socialist  area  is  mainly  based  on  short- 
and  medium-term  bilateral  agreements  which 
usually  include  indicator  lists  of  products  and 
have  a  bilateral  payments  mechanism,  with 
limited-swing  credits  whose  balances  can  nor¬ 
mally  be  spent  only  in  the  debtor  country. 
Convertible-currency  transactions  have  generally 
been  limited  to  exports  to  mainland  China,  some 
of  the  agreements  with  Czechoslovakia  and  the 
purchase  of  cereals  from  Argentina  by  the 
Soviet  Union.  In  any  event,  it  would  seem  that 
the  predominance  of  strict  bilateralism  in  trade 
between  the  Latin  American  and  socialist  coun¬ 
tries  is  the  main  factor  limiting  expansion  of 
this  trade.  Other  restrictive  factors  include  the 
preference  of  Latin  American  importers  for 
products  and  well-known  brands  from  the 
market-economy  industrialized  countries,  defi¬ 
ciencies  in  sales  promotion  and  a  lack  of  com¬ 
munication  between  exporters  on  both  sides, 
and  a  certain  amount  of  insecurity  regarding 


the  future  supply  of  spare  parts  and  the  ser¬ 
vicing  of  equipment  purchased  from  the  socialist 
countries. 

Some  of  these  limitations  and  deficiencies  are 
tending  to  disappear,  particularly  with  a  new 
type  of  trade  agreement  such  as  that  signed 
between  the  Soviet  Union  and  Brazil  in  August 
1966.  Under  this  agreement,  the  Soviet  Union 
guarantees  to  supply  Soviet  machinery  and 
equipment  of  various  kinds  for  a  period  of  three 
years  and  to  a  value  of  100  million  dollars,  with 
credit  over  a  period  of  eight  years  and  at  an 
annual  interest  of  4  per  cent.  In  January  1967 
a  similar  agreement  was  signed  between  Chile 
and  the  Soviet  Union  to  a  value  of  15  million 
dollars  (with  the  direct  participation  of  the 
private  sector  to  the  amount  of  some  2  million 
dollars).  An  imporant  feature  of  these  agree¬ 
ments  is  that  the  loans  can  be  partly  repaid 
in  the  form  of  exports  of  manufactures  from 
the  Latin  American  countries  (25  per  cent  in 
the  case  of  Brazil  and  30  per  cent  in  the  case 
of  Chile). 

Although  these  agreements  are  still  based  on 
trade  and  financial  bilateralism,  they  offer 
greater  flexibility,  with  the  use  of  convertible 
currency  in  reciprocal  accounts  and  a  clause 
enabling  trade  balances  to  be  transferred  to 
third  countries,  subject  to  the  agreement  of  the 
contracting  parties.  Another  aspect  that  should 
be  mentioned  is  the  procedure  applied  in  regard 
to  the  most-favoured-nation  clause  in  the  trade 
agreement  between  the  Soviet  Union  and  Chile, 
which  stipulates  that  the  advantages,  exemptions 
and  privileges  established  under  that  clause  shall 
not  include  those  granted  by  either  of  the  con¬ 
tracting  parties  to  bordering  countries,  those 
deriving  from  possible  customs  unions,  or  those 
granted  by  Chile  to  any  other  Latin  American 
country  because  of  its  participation  in  free- 
trade  areas  or  other  regional  economic  pacts. 

It  is  not  yet  possible  to  evaluate  the  potential 
contribution  of  this  new  type  of  trade  agree¬ 
ment  to  the  establishment  of  stable  and  perma¬ 
nent  trade  flows  between  the  two  areas,  or  to 
judge  whether  these  agreements  will  be  ex¬ 
tended  to  a  greater  number  of  countries.  In  any 
event  it  should  be  pointed  out  that  one  of  the 
objectives  agreed  upon  at  the  first  session  of 
UNCTAD — the  establishment  of  long-term  trade 
agreements  has  not  been  attained,  although  it 
is  impossible  to  say  at  this  point  who  is  responsi¬ 
ble  for  the  difficulties  or  obstacles  in  the  way  of 
their  negotiation. 

The  Latin  American  countries  are  undoubtedly 
interested  in  promoting  greater  trade  with  the 
socialist  countries  and  have,  for  that  purpose, 
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reaffirmed  in  the  Charter  of  Tequendama  some 
of  the  principles  and  bases  for  increasing  such 
trade.  The  measures  suggested  by  the  Latin 
American  countries  in  the  Charter  are  meant  to 
be  the  equivalent  of  the  free  access  and  preferen¬ 
tial  treatment  which  the  developing  countries 
are  requesting  from  the  developed  countries, 
measures  which  if  properly  implemented  would 
make  it  possible  to  take  advantage  of  the  great 
potential  for  mutual  trade  between  countries 
of  the  two  areas.  To  this  end,  the  Latin  Amer¬ 
ican  countries  feel  that  it  is  necessary  that: 

(a)  The  socialist  countries  should  include  in 
their  purchasing  plans  increasing  volumes  of 
products  from  developing  countries  and  assign 
to  these  countries  an  ever-growing  share  of  the 
increase  in  their  imports  of  manufactures  and 
semi-manufactures ; 

( b )  The  socialist  countries  should  take  the 
necessary  steps  to  reduce  the  margins  between 


the  import  prices  and  domestic  selling  prices 
of  products  from  developing  countries,  and  thus 
promote  consumption  of  those  products; 

(c)  Under  those  bilateral  agreements  with 
developing  countries  in  which  provision  is  made 
for  reciprocal  payments  accounts,  greater  flexi¬ 
bility  should  be  given  to  the  use  of  the  develop¬ 
ing  countries’  credit  balances  both  within  and 
outside  the  socialist  area,  and  machinery  should 
be  established  for  a  gradual  increase  in  the 
proportion  of  bilateral  trade  which  is  paid  for 
in  convertible  currency; 

( d )  Preferential  access  should  be  given  to 
products  from  developing  countries,  including 
the  establishment,  in  the  socialist  countries’  pur¬ 
chasing  policy,  of  margins  of  tolerance  with 
regard  to  prices  and  delivery  terms. 

( Annex  1  appears  overleaf) 
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UNITED  STATES,  EUROPEAN  ECONOMIC  COMMUNITY  (EEC),  UNITED 

IMPORTS  OF  PRODUCTS  OF 


United  States 


BTN  Products  Tariff  duties  Non-tariff  Tariff  duties 

-  restrictions ,  - - 

Pre-KR  Post-KR  etc.  Pre-KR  Post-KR 


0201  A 
0303 


0801  A 
0801  B 


ex  0802  A 
ex  0802  B 
ex  0802  B 
0901 


0902 


Beef,  fresh  or  frozen 
Shellfish  and  other 

crustaceans;  and 

lb.  3 <t 

(30) 

— 

22.5% 

20% 

lb.  4.5;  6.00 

0 

0 

11% 

14% 

2.2;  3.00 

0 

Oysters,  in  airtight 

containers  . 

— 

0 

0 

o 

Coconuts,  etc.,  fresh 

or  dried 

u.  0.1250 
lb.  1.1250 
lb.  0.70 
lb.  10 

o 

Oranges  . 

(10) 

— 

Other  citrus  fruit  .  .  . 

Grapefruit  . 

Coffee 

lb.  0.9-1.50 

0.8-1.30 

— 

Unroasted 
Roasted 
Tea  . 


.  0 

0 

.  lb.  3<^ 

1.50 

210  ) 

(520)  I 

(250) 

1001 

|  60  lb.  bushel  21 

0:  ES 

1005 

. (  lb.  100;  520 

1006 

In  the  husk  or  husked  . 

.  lb.  1.25;  1.50 

.  lb.  2.50 

(1.25;  1.50) 
(2.50) 

(0.30) 

(4.250) 

0 

ES 

ES 

lb.  0.3tf 

ES 

1201  A 

.  lb.  4.250 

0;  ES 

1201  G 

.  lb.  0.250 

ex  1507 

.  lb.  3.80b 

(3.80) 

(0.50) 

(30) 

Coconut  oil  . 

.  lb.  0.50 

_  lb.  30 

— 

Soya  bean  oil  . 

Castor  oil  . 

.  45% 

22.5% 

7.5% 

— 

Oils  for  industrial  use  (except  castor 
oil) 


1602 


1603 


1701 

1801 

1803 

1804 

1805 

1806 


2006 


2102 


2301 

2304 


2401 


Other  prepared  meats 

Beef  in  airtight  containers  . 

Beef,  salted  or  smoked  . 

Pork  . 

Other  . . 

Meat  extracts  and  meat  juices  . 

In  containers  of  more  than  20  kg.  . . 
In  containers  of  less  than  20  kg.  . . . 

Of  beef  . 

Of  other  meats  . 

Sugar  . , 

Cocoa  beans  . 

Cocoa  paste  . 

Cocoa  butter  . 

Cocoa  powder,  unsweetened  . 

Chocolate  and  other  food  preparations 

containing  cocoa  . 

Chocolate,  unsweetened  . 

Chocolate,  sweetened  . 

Cocoa  powder,  sweetened  . 

Other  . 

Prepared  or  preserved  fruit  . 

Apples  . 

Pears  . 

Pineapples  . 

Prepared  bananas  . . . 

Grapefruit  .  . . 

Peaches  . 

Preserves,  not  containing  spirit  .... 

Other  . 

Coffee  extracts  or  essences 

Soluble  coffee  . . 

Other  . 

Flours  and  meals,  of  meat,  offals,  fish, 
etc.,  unfit  for  human  consumption  .  .  . 

Oil-cake  and  other  residues  . 

Of  linseed  . 

Of  soya  . 

Other  . 

Unmanufactured  tobacco 


15% 

7% 

_ 

10% 

10%  ) 

— 

lb.  30 

lb.  30  ) 

lb.  30 

(30)  ) 

10;  20% 

5:10%  ) 

lb.  3;  100 

1.5-50 

_ 

lb.  3.750 

10 

E 

ave 

10.1-12.3% 

|  (10.1-12.3%) 

BO 

0 

0 

_ 

lb.  0.6250 

0 

_ 

6.25% 

3% 

— 

lb.  0.750 

0.370 

— 

lb.  0.6250 

0 

lb.  0.80;  10% 

0.40;  5% 

— 

5;  10% 

2.5;  5% 

— 

lb.  1.070 

0.50 

20% 

18% 

_ 

lb.  0.750 

(0.750) 

_ 

15% 

7.5% 

— 

ave  7;  20% 

3.5-20% 

— 

— 

— 

— 

0 

0 

lb.  30 

0 

— 

0 

0 

— 

lb.  0.250 

0.120 

— 

lb.  0.30 

(0.30) 

_ 

ES 


20% 

15% 


18-25% 

20% 

5% 

3% 

5% 

15-20% 

12% 

16;  21% 
25;  30% 
18;  23% 

25% 

20% 

20% 

7:9% 

9-16% 


0 

0 

17;  20% 

9;  14% 

ex  0 ;  8  % 

5;  8%  (0) 
f  20-22% 

\  *25;  26% 


*2% 
9;  24% 


80% 

9% 

25% 

20% 

27% 


30;  80% 
27% 


23;  25%  (0)  4 
17-25% 
24% 


3;  4 
0 


15;  28% 


(20%) 

14% 


,  12-25% 

(20%) 

2.5% 

0 

2.5%  (2.5)4 
(15-20%) 

6% 

9.6;  13%) 
15;  18% 

9;  11.5% 

12.5% 

17% 

(20%) 

(7:9%) 

(9-16%) 


0 

0 

(17;  20%) 
(9;  14%) 

(0;  3%) 

0 

16-20%  1 
(25;  26%)  ) 


0% 

7;  20% 


80% 

5.4  J 
15%  ® 
12  %® 
16%  ® 


10%® 
12  %® 


0-24% 

15-25% 

18% 


0;  2 
0 


15  ;23% 
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KINGDOM  AND  JAPAN:  TARIFF  AND  NON-TARIFF  RESTRICTIONS  ON 


INTEREST 

TO  LATIN 

AMERICA 

EEC 

United  Kingdom 

Japan 

Non-tariff  restrictions, 

,  etc. 

Tariff  duties 

Non-tariff 

Tariff  duties 

Non-tariff 

restrictions , 
etc. 

restrictions , 
etc. 

EEC 

Fed.  Rep. 
of  Germany 

France 

Pre-KR 

Post-KR 

Pre-KR 

Post-KR 

VL ; PS ; ES 

ST 

— 

I  lb.  2/3  (1 

I  3/4  d;  20% 

(2/3  d)  ) 
3/4  d;  20%  I 

PS 

25% 

(25%) 

GQ 

_ 

ex  PS 

_ 

0-30% 

(0-30%) 

— 

— 

— 

GQ 

_ 

_ 

— 

— 

— 

— 

5;  15% 

5 ;  7.5% 

— 

— 

— 

— 

— 

— 

5;  15% 

5;  7.5% 

— 

— 

— 

— 

— 

— 

— 

10:  15% 

(10;  15%) 

— 

— 

— 

QR 

cwt  7s  6d 

(7s  6d) 

GQ  (DA) 

70% 

(70%) 

— 

_ 

_ 

_ 

0 

0 

_ 

20% 

10% 

— 

_ 

_ 

— 

0 

0 

— 

20% 

10% 

— 

_ 

_ 

— 

10% 

(10%) 

— 

20% 

5% 

— 

QC;  PS 

— 

ES:  PS 

10% 

5% 

— 

20;  40% 

(20;  40%) 

GQ 

cwt  (3s6d)  a 

(3s6d) a 

— 

— 

ES;  PS 

cwt  5s 

(5s) 

GQ  (DA) 

20% 

(20%) 

GQ 

n 

II;  OR 

cwt  9s4d 

4s8.4d 

_ 

30%  (10%)  4 

0 

II 

__ 

n 

II;  OR 

cwt  12s6d 

6s3d 

— 

35% 

(35%) 

GQ;  II 

— 

ii 

II;  OR 

0 

0 

— 

5-35% 

0-35% 

ex  GQ 

_ 

cwt  4s6d 

0 

_ 

5-25% 

0 

— 

— 

— 

— 

10% 

(10%) 

— 

15;  25% 

5;  10% 

— 

VL; PS; ES 

ST 

0;  10% 

(0;  10%) 

20% 

(20%) 

ST;  PS 

VL; PS; ES 

_ 

ST 

0;  10% 

0;  5;  10% 

— 

0;  10%  (0)  d 

(0;  10%) 

— 

VL;  PS;  ES 

ST 

ST 

— 

— 

— 

15%  (0)4 

(15%) 

ST;  PS 

— 

— 

— 

0 

0 

— 

— 

— 

— 

— 

— 

— 

cwt  69 

3s 

— 

— 

— 

— 

_ 

_ 

— 

3s 

— 

— 

— 

— 

_ 

_ 

ex  QR;  ST 

10% 

(10%) 

— 

20%  (10%)  4 

0;  20% 

GQ 

— 

— 

ST 

7.5%  (0)  a 

(7.5%) 

— 

0 

0 

— 

_ 

— 

ex  QR;  ST 

— 

— 

— 

— 

— 

— 

_ 

_ 

10% 

(10%) 

— 

0 

0 

— 

_ 

_ 

_ 

15% 

(15%) 

— 

10% 

(10%) 

— 

_ 

— 

10% 

8% 

— 

_ 

_ 

— 

Kg.  28  Y 

(28  Y) 

GQ 

— 

— 

— 

12.5% 

(12.5%) 

- * 

10% 

(10%) 

VL ;  exES 

ST ;  exGQ  or  BQ 

I 

exIP —  (-SA) 

20;  25% 

15;  25% 

cx  GQ 

VL;  PS 

— 

— 

*20% 

15% 

— 

25% 

(25%) 

— 

VL;  PS 

— 

— 

— 

— 

VL;  PS 

— 

— 

{  5-15% 

(5-15%)  } 

— 

— 

— 

— 

exVL;  PS 

— 

— 

lb.  3<J 

(lb.  M) 

— 

30% 

20% 

— 

— 

_ 

_ 

_ _ 

— 

— 

— 

— 

_ 

— 

20% 

10% 

— 

— 

— 

— 

_ 

— 

10% 

(10%) 

— 

— 

— 

— 

(  Since  July 
t  1968  VL  . 

|  GQ; ST 

QR;  ST 

f  ave  ( 

\  1.5-10.7%  J 

(1.5-10.7%) 

GQ;  PS 

(  ave  ) 

(  (52-76%)  j 

(52-76%) 

ex  GQ ;  PS 

II 

ave  0.9-3% 

0 

— 

5% 

0 

— 

II 

cwt  3s 

0 

— 

20% 

10% 

— 

II 

0 

— 

9% 

5% 

— 

— 

— 

II 

cwt  3s 

0 

— 

30% 

(30%) 

II 

exGQ  or  BQ 

ex  GQ 

_ 

_ 

— 

35% 

(35%) 

— 

_ 

cwt  5s 

(5  s) 

— 

— 

— 

— 

_ 

_ 

cwt  4;  6s 

(4:  6s) 

— 

25;  35% 

(25;  35%) 

exGQ  or  BQ 

ex  GQ 

— 

— 

ex  GQ  (-DA) 

— 

— 

— 

_ 

ave  2.7% 

(2.7%) 

— 

— 

— 

— 

_ 

12%% 

(12%%) 

— 

25;  35% 

20;  25% 

— 

— 

— 

— 

cwt  5s7d 

5s  6d 

— 

45% 

(45%) 

GQ 

_ 

%% 

0 

_ 

— 

20% 

— 

— 

— 

— 

12%% 

6;  12%% 

— 

25% 

— 

— 

%-15%% 

0-15%% 

_ 

20-39% 

20-30 

ex  GQ 

_ 

cwt  £22  16s ;  10% 

£2;  10% 

— 

— 

— 

— 

QR 

_ 

_ 

— 

25% 

(25%) 

— 

— 

— 

— 

— 

— 

35% 

30% 

— 

ST 

_ 

10% 

(10%) 

— 

0 

0 

GO 

_ 

PS 

— 

— 

— 

— 

— 

— 

_ 

_ 

— 

— 

— 

— 

— 

_ 

15% 

10% 

— 

5% 

(5%) 

ex  GQ 

_ 

10% 

(10%) 

— 

0 

0 

ex  GQ 

— 

— 

QR;  ST 

,,  (£4  79444  d 

|£4  8s444d 

£4  7s4j4d:l) 
£4  8s4j4  d  J 

- 

355% 

(355%) 

ST 
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BTN 


2601  A 
2601  B 
2601  C 
2601  E 
2601  G 
2601  H 
2601  M 

2709 

2710 


4001 

4101 

4102 

4103 


4104 

4105 
4415 

5301 

5305 


5501 


5509 

5704 


6203 


United  States 


Products 


Filler  tobacco,  Turkish  type*  . 

Other  . 

Iron  ore  and  concentrates  . 

Roasted  iron  pyrites  . 

Copper  ore  . 

Bauxite  and  concentrates  . 

Zinc  ore  and  concentrates  . 

Tin  ore  . 

Tungsten  ore  . . . 

Petroleum  oils,  crude 

Less  than  25°  (A.P.I.)  . 

Over  25°  (A.P.I.)  . 

Petroleum  and  shale  oils,  other  than 

crude  . 

Hydrocarbon  oils  . 

Motor  oil  . 

Lubricants  . 

Other  . 

Natural  ruhber  . 

Raw  hides  and  skins 

Bovine  hides  . 

Other  . 

Bovine  cattle  leather  . 

Sheep  and  lamb  skin  leather 

Vegetable-tanned  . 

Dyed  or  tinted  . 

Other  . 

Goat  and  kid  skin  leather  . 

Other  kinds  of  leather  . 

Plywood  and  veneered  panels 

Plywood  . 

Other  . 

Wool,  not  carded  or  combed 

Coarse  . 

Fine  . 

Wool  or  hair,  carded  or  combed 

Wool  tops  . 

Rovings  . 

Other  . 

Cotton,  not  carded  or  combed 

Bleached  . 

Unbleached  . 

Having  a  staple  length  under  l1/^"  .  . 
Having  a  staple  length  between 

and  1  11/16"  . 

Having  a  staple  length  1  11/16"  or 
more  . 

Other  woven  fabrics  of  cotton  . 

Other  vegetable  textile  fibres 

Raw  . 

Sisal,  processed  . 

Other  . 

Coir  . 

Other,  not  carded  or  combed  . 

Other,  carded  or  combed . 

Sacks  and  bags,  woven 


Not  bleached  or  coloured 
Bleached  or  coloured  . 

Of  jute,  unused  . . 

Of  jute,  used  . 

Of  man-made  fibres  .  ,  .  , 


Tariff  duties 

Non-tariff 
restrictions , 

Tariff  duties 

Pre-KR 

Post-KR 

etc. 

Pre-KR 

Post-KR 

lb*  12.75$ 

11.5  $ 

lb.  0-90.9$ 

(0-90.9$) 

— 

— 

— 

0 

0 

— 

0 

0 

0 

0 

— 

0 

0 

lb.  0;  1.7$k 

0;  0.8$ 

— 

0 

0 

ton  50$k 

0 

— 

0 

0 

lb.  0.67$s 

0 

— 

0 

0 

0 

0 

— 

0 

0 

lb.  50$ 

25$ 

— 

0 

0 

0 

gallon  0.125 $ 

(0.125$) 

OR 

gallon  0.25$ 

(0.25$) 

OR 

— 

— 

(  10-14% 

t  (0-7%)  »  . 

j  5-7% 

ave  14.6% 

(14.6%) 

OR 

— 

— 

ave  3.8-14.4% 

(3.8-14.4%) 

ex  OR 

— 

— 

0;  10% 

0;  5% 

— 

0 

0 

_ 

— 

— 

0 

0 

2;  4 

0 

0;  2 

0 

— 

— 

— 

10;  12.5% 

5:  9% 

— 

9;  10% 

8% 

8% 

6% 

— 

0 

0 

10 ;  12.5% 

5;  6% 

—  j 

(  6;  10%  1 
1  (45;  8%)  d  J 

J  3;  5% 

8;  10% 

4-6% 

—  J 

(  0;  7;  10%  | 
1  (5.6;  6%)  9  J 

■  0;  3.5;  5% 

12.5% 

6% 

-  { 

8;  9% 

(6.4;  7.2%)  9 

|  0-4.5% 

— 

- - 

14:  15% 

13% 

20% 

(20%) 

— 

— 

20-40% 

7.5-20% 

— 

— 

— 

lb.  13-27$  0 

0 ;  7-14$ 

— 

0 

0 

lb.  25.5-33 $ 

(25.5-33$) 

— 

— 

— 

— 

_ 

_ 

0 

0 

10% 

5% 

_ . 

10% 

5% 

_ 

_ 

(  lb.  27.75$ 

(27.75$  ) 

(  +  6.25% 

+  6.25%)  J 

— 

— 

— 

— 

— 

ES;  GO 

0 

0 

— 

— 

— 

— 

— 

— 

— 

— 

— 

_ 

0 

0 

— 

— 

— 

lb.  3.5$ 

(3.5$) 

— 

— 

— 

lb.  1.75  $ 

(1-75$) 

- 

— 

— 

2.5-25%® 

1.9-19%® 

BO1 

14-19% 

13-15% 

0 

0 

— 

0 

0 

8% 

(8%) 

_ 

_ 

8% 

4% 

— 

— 

— 

— 

— 

— 

_ 

_ 

— 

— 

— 

— 

_ 

ave  6.4% 

2.9% 

_ _ 

10.9% 

5.45% 

— 

_ 

_ 

— 

— 

— 

*23% 

15-20% 

— 

_ 

_ 

11% 

8% 
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/  (continued) 


EEC 

United  Kingdom 

Japan 

Non-tariff  restrictionsy 

etc. 

Tariff  duties 

Non-tariff 

Tariff  duties 

Non-tariff 

EEC 

T  esll  1C  1  n)  it  .5 , 

restrictions , 

Fed.  Rep. 
of  Germany 

France 

Pre-KR 

Post-KR 

etc. 

Pre-KR 

Post-KR 

etc. 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

10% 

0 

— 

0 

0 

— 

— 

— 

— 

0:  10% 

0 

— 

0 

0 

— 

— 

— 

— 

0 

0 

— 

0 

0 

— 

— 

— 

— 

0 

0 

— 

0 

0 

— 

— 

— 

— 

0 

0 

— 

0 

0 

— 

— 

— 

— 

0 

0 

— 

0 

0 

— 

— 

— 

— 

0 

0 

— 

0 

0 

GO 

— 

— 

OR:  ST 

0;  Nil 

0;  Nil 

_ 

kilolitre  530  Y 

(530  Y) d 

— 

— 

— 

— 

— 

— 

(640  Y) 

— 

_ 

_ 

OR:  ST 

_ 

ex  GQ 

— 

— 

— 

Nil 

(Nil) 

— 

— 

— 

_ 

— 

— 

— 

— 

— 

— 

— 

_ 

_ 

— 

— 

— 

— 

— 

— 

15-22.5% 

7-11.25% 

_ 

— 

— 

— 

10% 

5% 

— 

(  kilolitre  ) 

(  640-955  Y  J 

(640-955  Y) 

_ 

— 

— 

— 

0;  io% 

0:  4% 

— 

0: 15% 

0;  7.5% 

— 

— 

— 

— 

0: 10 

0 

— 

0 

0 

_ 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

10-20% 

8-16% 

— 

15-20% 

(15-20%) 

GO 

_ 

_ 

_ 

_ 

_ 

_ 

— 

— 

— 

— 

— 

— 

20% 

(20%) 

GO 

— 

— 

— 

10;  15% 

8;  12% 

— 

*15% 

7.5% 

— 

— 

— 

10-15% 

8-12% 

— 

15:  20% 

7.5:  20% 

ex  GQ 

— 

— 

— 

10-15% 

8% 

— 

15-25% 

7.5-12.5% 

— 

— 

— 

— 

10% 

5% 

_ 

20% 

15% 

_ 

z 

— 

ex  P 

20% 

0 

10% 

0 

— 

— 

1  1 

PS 

PS 

10 

5% 

PS 

0 

0 

— 

— 

PS 

P:  PS 

10% 

(10%) 

PS 

— 

_ 

INI  11 

— 

II  Mill 

10 

0 

1  1  1  II 

— 

5% 

0 

0 

(5%) 

0 

0 

— 

BO1 

pph 

— 

lb.  9d. 4-17.5% 

:  17.5% 

GQ  (-India: 

10-25% 

7-17.5% 

— 

ex  PS 

17.5% 

Hong-Kong) 

— 

— 

— 

- 

— 

— 

— 

— 

0 

0 

— 

— 

— 

— 

*10% 

10% 

— 

— 

— 

— 

— 

— 

— 

0-20% 

0 

— 

— 

— 

— 

— 

— 

— 

10% 

5% 

— 

— 

— 

— 

i 

GQ  (India;  1 
Pakistan ;  / 

— 

— 

l 

Ireland)  1 

— 

— 

OR 

— 

1  1 

ST 

23% 

20% 

— 

_ 

OR 

0 

0 

ST 

0 

0 

— 

— 

— 

— 

— 

— 

20% 

10% 

— 
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United  States 


BTN  Products  Tariff  dudes  Non-tariff  Tariff  dudes 

— - - - - restrictions,  - 

Pre-KR  Post-KR  etc.  Pre-KR  Post-KR 


7301 


7401 

7801 


Other  . . . 

Pig  iron 

Spiegeleisen : 

containing  chromium,  molybdenum, 


tungsten,  etc .  ave  15% 

not  containing  chromium,  etc.  .  .  .  ave  1% 

Other,  containing  chromium,  molyb¬ 
denum,  tungsten,  etc .  ton  56.250 

Other,  not  containing  chromium,  etc.  ave  0.4% 

Unwrought  copper  .  ave  4.4-25.4%k 

Unwrought  lead  .  ave  9.8% 


(15%) 

(1%) 

280 

0 

2.2-12.7% 

(9.8%) 


f  10-19%  )  8*10% 

{  (8;  15%)  d  j  810/0 

4-15%f  0 ;  4% 


0 

0;  4.5% 


0 

(0;  4.5%) 


Sources :  GATT,  “Preliminary  survey  of  the  results  of  the  Kennedy 
Round  Negotiations  for  products  of  interest  to  developing  countries” 
(COM.TD/46  and  Add.l,  2,  5  and  6,  July  1967)  ;  UNCTAD,  “The 
Kennedy  Round:  Preliminary  evaluation  of  results  with  special 
reference  to  developing  countries”  (TD/6/Supp.3,  September  1967)  ; 
Respective  national  tariff  schedules;  GATT,  “Notifications  of  import 
restrictions  applied  inconsistently  with  the  provisions  of  GATT 
and  not  covered  by  waivers”  (L/2740  and  Add. 1-14,  1967) ,  “In¬ 
formation  on  import  restrictions  applied  by  developed  countries  on 
the  products  of  export  interest  to  developing  countries”  (COM/ 
TD/W/60,  July  1967).  Data  for  United  States  taken  from  GATT 
document  L/2568,  Add.6  (March  1966)  ;  and  for  France,  from 
GATT  documents  COM.TD/W/19  (March  1966)  ,  L/2817  (July  1967) 


and  “Information  on  state  trading,  subsidies  and  taxes  in  in¬ 
dustrialized  countries”  (COM.TD/W/34,  November  1966)  . 

Symbols :  ()  Brackets  signify  that  the  tariffs  were  not  subject 
to  negotiations;  KR:  Kennedy  Round;  VL:  Variable  levies;  QC: 
Quality  control;  SD :  Special  duty;  PS:  Production  subsidy;  ES : 
Export  subsidy;  ST:  State  trading;  IT:  Internal  taxes;  Q:  Quota; 
GQ:  Global  quota;  BQ:  Bilateral  quota;  P:  Permit;  PP :  Permit 
required  for  imports,  but  which  is  in  general  fairly  easily  obtainable; 
IP:  Import  prohibited;  (-SA)  :  applicable  only  outside  the  sterling 
area;  (DA)  :  applicable  to  the  dollar  area;  QR :  Quantitative  re¬ 
striction;  *;  Major  item;  0:  dollar  cent;  d. :  penny;  s. :  shilling; 
Y:  yen;  cwt:  hundredweight  (112  lbs.)  ;  ave:  ad  valorem  equivalent. 
General  note :  This  list  refers  only  to  certain  products  of  special 
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f  (continued) 


EEC 

United  Kingdom 

Japan 

Non-tariff  restrictions,  etc . 

Tariff  duties 

Non-tariff 
restrictions , 
etc. 

Tariff  duties 

Non-tariff 

restrictions, 

etc. 

EEC  Fed.  Rep. 

of  Germany 

France 

Pre-KR 

Post-KR 

Pre-KR 

Post-KR 

_  _ 

_ 

17.5-33  1/3% 

(17.5-33  1/3%) 

_ 

15-20% 

7.5-10% 

— 

—  — 

OK 

0:  10% 

0;  8% 

— 

10% 

5% 

— 

—  — 

— 

10% 

8% 

— 

— 

— 

■ 

_  _ 

_ 

_ 

_ 

— 

— 

— 

— 

—  — 

— 

— 

— 

— 

— 

— 

— 

—  _ 

_ 

_ 

_ 

— 

— 

— 

— 

I  I 

ex  P 

0;  10% 

0;  5% 

_ 

0;  10% 

0-10% 

— 

—  — 

— 

ave  0-10% 

0;  5% 

— 

10-20% 

5-12% 

interest  for  Latin  American  exports,  selected  on  the  basis  of  the 
following  documents :  UNCTAD,  “Report  on  items  of  export  interest 
to  the  developing  countries”  (TD/B/C.2/20,  March  1967)  ;  GATT. 
“Products  notified  as  being  of  export  interest  to  less-developed 
countries”  (COM.TD/23,  June  1966)  ;  “Memorandum  of  the  Latin 
American  Missions  to  the  EEC”  (February  1966)  . 
a  Applied  to  imports  from  April  to  November. 
b  Including  the  weight  of  the  container. 

c  Reserving  the  right  to  revert  to  the  previous  rate  in  the  event 
of  market  disruption. 

d  Duties  currently  applied. 
e  Plus  an  additional  duty. 


*  Average  of  duties  applied  by  the  countries  of  the  European 
Coal  and  Steel  Community. 

s  Applied  on  the  net  zinc  content. 

h  Applied  to  all  countries  except  the  European  countries,  countries 
associated  with  EEC,  Cyprus,  Kenya,  Sierra  Leone,  Uganda,  Jamaica, 
and  Trinidad  and  Tobago. 

1  Applied  in  accordance  with  the  long-term  agreement  on  cotton 
textiles.  . 

1  Consolidation  of  a  reduction  applied  on  a  temporary  basis 
under  the  Yaounde  Convention. 

k  Application  of  the  duty  had  been  provisionally  suspended. 

1  Duties  will  be  reduced  when  the  American  Selling  Price  customs 
evaluation  method  is  abolished. 
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Annex  II 


ARGENTINA,  BRAZIL,  CHILE,  PERU  AND  URUGUAY:  LINER  FREIGHT  RATES 
IN  EXPORT  TRADE  AT  THE  END  OF  1966 


1.  Freight  rates  in  Argentina’s  export  trade  with  the  United 

Europe  (North  Sea  and  Baltic  ports)3- 

Kingdom  and 

Northern 

Product 

Exports 

1965 b 
( tons) 

F.o.b. 

value 

Freight ,c 
including 
surcharges 

Freight 
as  a 

percent¬ 
age  of 
f.o.b. 
value 

( dollars  per  ton) 

Canary  seed  . 

14,921 

75.48 

18.72 

24.8 

Hulled  rice  . 

19,447 

87.76 

20.80 

23.7 

Fish  meal  . 

2,165 

94.42 

27.56 

29.2 

Fish  oil  . 

1,161 

129.09 

44.20 

34.2 

Dried  vegetables  . 

10,927 

155.71 

23.92 

15.4 

Quebracho  extract  . 

27,807 

165.51 

19.76 

11.9 

Fats  and  greases  . 

4,182 

174.88 

42.12 

24.1 

Preserves,  fruit  and  vegetables . 

4,398 

207.45 

43.16 

20.8 

Edible  oils  . 

74,062 

266.92 

44.20 

16.6 

Salted  hides  . 

37,834 

280.93 

43.68 

15.6 

Wine,  in  crates  . 

27 

319.27 

80.08 

25.1 

Dried  fruit  . 

1,045 

320.21 

31.72 

9.9 

Tea  . 

6,775 

536.74 

46.28 

8.6 

Greasy  wool  . 

42,900 

748.10 

44.20 

5.9 

Frozen  or  chilled  beef  . 

190,094 

619.92 

93.601 

15.1 

Apples  . 

186,531 

117.24 

82.731 

70.6 

Preserved  meat  . 

12,240 

872.60 

31.72 

3.6 

Calculating  and  accounting  machines  . . 

219 

6,387.78 

208.00 

3.3 

2.  Freight  rates  in  Brazil’s  export  trade  ivith  Atlantic  ports  in  the  United  States  of  America 


Product 

Exports 
1965h 
( tons) 

F.o.b. 

value 

Freight ,e 
including 
surcharges 

Freight 
as  a 

percent¬ 
age  of 
f.o.b. 
value 

( dollars  per  ton) 

Maize  . 

6,311 

54.25 

70.55 

130.0 

Roundwood  . 

4,943 

94.21 

29.50 

31.3 

Brazilian  pinewood,  sawn  . . 

14,367 

80.15 

21.19 

26.4 

Tanning  extracts  . 

1,853 

127.43 

26.25 

20.6 

Fruit  juices  . 

2,249 

351.22 

78.90 

22.5 

Cocoa  . 

68,243 

280.86 

39.50 

14.1 

Raw  cotton  . 

97 

482.98 

38.50 

8.0 

Dried  bananas  . 

87 

511.30 

73.00 

14.3 

Coffee  beans . 

376,569 

874.92 

45.83 

5.2 

Greasy  wool  . 

732' 

1,104.26 

68.64 

6.2 

Jute  and  sisal  fibres,  in  bales  . 

23,712 

157.59 

40.00 

25.4 

Preserved  meat . 

9,909 

737.60 

31.50 

4.3 

Cotton,  woollen  and  linen  fabrics  . . . . 

3,832 

1,066.34 

101.00 

9.5 

Annex  II  (continued) 


3.  Freight  rates  in  Brazil’s  export  trade  with  the  United  Kingdom  and  Northern  Europe 

(North  Sea  and  Baltic  ports)11 


Product 

Exports 

1965 * 

( tons ) 

F.o.b. 

value 

Freight ,f 
including 
surcharges 

Freight 
as  a 

percent - 
age  of 

(  dollars 

per  ton) 

f.o.b. 

value 

Maize  . 

58,049 

50.21 

28.60 

57.0 

Roundwood  . 

18,884 

194.15 

42.50 

21.9 

Brazilian  pinewood,  sawn  . 

197,009 

90.04 

28.53 

31.7 

Tanning  extracts  . 

4,793 

133.13 

23.50 

17.7 

Fruit  juices  . 

3,733 

311.59 

69.00 

22.1 

Cocoa  . 

5,820 

334.29 

41.50 

12.4 

Raw  cotton  . 

117,226 

491.37 

52.00 

10.6 

Dried  bananas  . 

28 

464.61 

35.60 

7.7 

Coffee  beans  . 

286,772 

893.89 

43.30 

4,8 

Greasy  wool  . 

9,920 

926.63 

55.40 

6.0 

Jute  and  sisal  fibres,  in  bales  . 

63,497 

171.04 

33.00 

19.3 

Hulled  rice  . 

25,024 

114.30 

27.60 

24.1 

Preserved  meat . 

4,156 

767.50 

29.40 

3.8 

Cotton,  woollen  and  linen  fabrics  . . . , 

245 

944.18 

82.00 

8.7 

4.  Freight  rates  in  Chile’s  export  trade  with  Pacific  ports  in  the  United  States  of  America 


Product 

Exports 

1965 b 
( tons ) 

F.o.b. 

value 

Freight 

including 

surcharges 

Freight 
as  a 

percent’ 
age  of 

(  dollars 

per  ton) 

f.o.b. 

value 

Nitrate,  in  bags . 

.  6,780 

32.09 

24.25 

75.5 

Wood,  in  the  rough  . 

.  150 

89.70 

33.22 

37.0 

Newsprint  . 

.  82 

107.92 

31.36 

29.1 

Fish  meal  . . . 

.  4,782 

125.16 

34.92 

27.9 

Garlic  . 

.  281 

200.50 

55.93 

27.9 

Dried  vegetables  . 

.  600 

209.62 

39.65 

18.9 

Wine,  in  crates  . 

.  409 

246.10 

46.35 

18.8 

Olives . 

.  168 

416.08 

45.76 

11.0 

Electrolytic  copper  . 

.  12,178 

799.69 

44.60 

5.6 

Greasy  wool  . 

.  1,370 

995.98 

71.38 

7.2 

Copper  wire  . 

.  6,261 

919.37 

45.42 

4.9 

5.  Freight  rates  in  Chile’s  export  trade  with  the  United  Kingdom  and  Northern  Europe 

(North  Sea  and  Baltic  ports)11 


Product 

Exports 

1965 b 
( tons) 

F.o.b. 

value 

Freight 

including 

surcharges 

Freight 
as  a 

percent¬ 
age  of 
f.o.b. 
value 

( dollars  per  ton) 

Greasy  wool  . 

3,687 

952.25 

57.68 

6.1 

Fresh  apples . 

14,161 

117.75 

82.40 

70.0 

Sodium  nitrate,  in  bags . 

15,137 

32.13 

10.50 

32.7 

Fish  oil  . 

7,942 

172.61 

23.07 

13.4 

Prunes  . 

1,619 

200.24 

31.00 

15.5 

Dried  vegetables  . 

13,809 

186.62 

23.07 

12.4 

Sawn  pinewood  . 

25,481 

47.89 

30.90 

64.5 

Wood,  in  the  rough  . 

2,253 

71.78 

30.28 

42.2 

Electrolytic  and  refined  copper  . 

158,591 

787.46 

20.08 

2.5 

Wine,  in  crates  . 

40 

329.45 

80.34 

24.4 

Copper  wire  . 

17,289 

753.90 

38.21 

5.1 
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6.  Freight  rates  in  Peru’s  export  trade  with  Atlantic  ports  in  the 

United  States  of  America 

Product 

Exports 
1965 b 
( tons) 

F.o.b. 

value 

Freight , 1 
including 
surcharges 

Freight 
as  a 

percent¬ 
age  of 
f.o.b. 
value 

( dollars  per  ton) 

Cotton  . 

7,526 

781.24 

46.00 

5.9 

Fish,  fresh,  chilled  or  frozen  . 

2,983 

150.99 

95.00 

62.9 

Coffee  beans . 

27,541 

842.67 

39.00 

4.6 

Refined  lead  . 

24,472 

302.47 

16.73 

5.5 

Refined  sugar  . 

276,519 

116.17 

27.00 

23.2 

Electrolytic  copper  . 

34,007 

695.53 

18.21 

2.6 

Preserved  fish  and  shellfish  . 

4,142 

392.55 

45.00 

11.5 

Fish  meal  . 

213,003 

103.13 

23.00 

22.3 

Woollen  carpets . 

12 

2,724.10 

220.00 

8.1 

Dried  vegetables  . 

1,374 

206.63 

30.00 

14.5 

Veneer  panels,  sawn  . 

3,866 

143.62 

36.00 

25.1 

7.  Freight  rates 

in  Uruguay’s  exports  trade  with  Atlantic  ports  in 
United  States  of  America 

the 

Product 

Exports 

1965 b 
( tons) 

F.o.b. 

value 

Freight ,  J 
including 
surcharges 

Freight 
as  a 

percent¬ 
age  of 
f.o.b. 
value 

(  dollars 

per  ton) 

Canary  seed  . 

.  50 

74.99 

40.19 

53.6 

Rice  . 

.  502 

127.00 

37.35 

29.4 

Greasy  wool  . 

.  16,835 

1,225.42 

67.35 

5.5 

Frozen  beef  . 

.  50 

599.98 

155.07 

25.8 

Casein  . 

.  696 

679.56 

43.57 

6.4 

Preserved  meat  . 

.  7,162 

488.97 

36.92 

7.6 

Meat  extract . 

.  71 

12,147.65 

47.54 

0.4 

Fruit  juice  . 

.  no 

739.85 

72.44 

9.8 

Wool  tops,  combed . 

.  735 

2,074.00 

111.49 

5.4 

Fabrics  . 

.  273 

4,294.94 

134.69 

3.1 
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8.  Freight  rates  in  Uruguay's 

export  trade  with  the  United  Kingdom  and  Northern  Europe 
(North  Sea  and  Baltic  ports )a 

Product 

Exports 
1965b 
( tons) 

F.o.b. 

value 

Freight 

including 

surcharges 

Freight 
as  a 

percent¬ 
age  of 
f.o.b. 
value 

( dollars  per  ton) 

Rice  . 

.  9,658 

107.30 

20.00 

18.6 

Barley  . 

.  1,194 

50.38 

15.00 

29.8 

Greasy  wool  . 

.  24,472 

1,185.48 

48.50 

4.1 

Frozen  beef  . 

.  22,557 

542.97 

95.00 

17.5 

Preserved  meat  . 

.  11,242 

611.45 

38.00 

6.2 

Meat  extract . 

.  264 

13,076.98 

66.00 

0.5 

Wool  tops,  combed  . 

.  5,459 

2,085.10 

52.00 

2.5 

Salted  cowhide  . 

.  405 

106.25 

33.00 

31.1 

Salted  beef  tripe . 

.  460 

656.64 

47.50 

7.2 

Meat  meal . 

.  804 

61.02 

35.50 

58.2 

Sources:  Rates  published  by  the  shipping  conferences  and  Foreign  Trade  Yearbooks 
of  the  countries  included. 

“Includes  Belgium,  Czechoslovakia,  Denmark,  Finland,  France,  Germany,  Iceland, 
Ireland,  the  Netherlands,  Norway,  Poland,  Sweden,  Switzerland  and  the  United  Kingdom. 
b Tonnage  includes  total  exports  to  the  countries  in  question. 
c  Freight  from  Buenos  Aires  to  Antwerp. 
d  Freight  in  refrigerated  chambers. 

“Freight  from  Santos  to  New  York. 
f  Freight  from  Santos  to  Antwerp. 
e  Freight  from  Valparaiso  to  San  Francisco. 
b  Freight  from  Valparaiso  to  Antwerp. 

1  Freight  from  Callao  to  New  York. 
i  Freight  from  Montevideo  to  New  York. 
k  Freight  from  Montevideo  to  Antwerp. 
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CHARTER  OF  TEQUENDAMA 


Preamble 


The  first  United  Nations  Conference  on  Trade 
and  Development  (UNCTAD)  identified  and 
defined  the  problems  presented  by  international 
economic  relations,  and  especially  by  the  condi¬ 
tions  in  which  the  foreign  trade  of  the  develop¬ 
ing  countries  is  carried  on  and  in  which  their 
economic  and  social  development  is  proceeding. 

The  Final  Act  of  the  Conference  brought 
together  a  series  of  principles  and  recommenda¬ 
tions  on  measures  and  programmes  of  action 
which,  if  carried  out,  would  have  made  it  pos¬ 
sible  to  solve  many  of  the  problems  confronted 
at  that  time  and  to  lay  the  foundations  for  a 
better  world  trade  order  and  more  effective 
international  economic  co-operation. 

The  developing  countries,  taking  into  account 
the  work  done  by  the  organs  of  the  Conference, 
wish  to  reach  at  the  second  session  of  UNCTAD, 
among  other  basic  objectives,  practical  agree¬ 
ments  with  the  developed  countries  on  specific 
questions. 

The  countries  members  of  the  Ad  Hoc  Com¬ 
mittee  on  Latin  American  Co-ordination 
(CECLA)  reaffirm  this  position  and  stress  the 
urgent  need  that,  at  the  second  UNCTAD,  institu¬ 


tional  machinery  should  be  established  and  ef¬ 
fective  measures  adopted  so  that,  with  the  co¬ 
operation  of  the  developed  countries,  the  goals 
proclaimed  by  the  United  Nations  for  the  De¬ 
velopment  Decade  may  be  fully  attained. 

The  developing  countries  of  other  regions,  in 
order  to  analyse  their  special  problems  and 
consider  their  common  attitude  on  general 
questions,  have  been  holding  meetings  that  will 
undoubtedly  do  much  to  clarify  the  general  and 
specific  topics  to  be  discussed  at  Algiers  and  at 
the  second  UNCTAD,  and  to  devise  solutions 
for  problems  common  to  the  developing  coun¬ 
tries. 

In  these  circumstances,  the  countries  members 
of  CECLA  deem  it  appropriate  to  make  known 
to  the  participants  in  the  Algiers  meeting  the 
position  of  Latin  America  and  its  specific 
views  on  some  of  the  substantive  questions  on 
the  agenda  for  the  second  UNCTAD,  in  order  to 
continue  a  constructive  exchange  conducive  to 
harmonious  expression  of  the  aspirations  and 
interests  of  the  developing  countries. 

The  Latin  American  countries  members  of 
CECLA  unanimously  agree  on  the  following: 


I.  Commodity  problems  and  policies 


1.  For  the  developing  countries  it  is  essen¬ 
tial  that,  in  the  discussions  and  negotiations 
held  at  the  second  UNCTAD,  the  highest  priority 
should  be  given  to  improving  the  conditions  of 
access  for  the  commodities  which  they  export 
to  the  developed  market  economy  countries  and 
to  the  centrally  planned  economy  countries.  In 
this  connexion  the  countries  members  of  CECLA 
consider  it  of  fundamental  importance: 

(a)  That  the  principle  of  the  status  quo  ac¬ 
cepted  at  the  first  Conference  should  be  effec¬ 
tively  observed,  and  that  an  undertaking  should 
be  obtained  from  the  developed  countries  to 
eliminate,  by  31  December  1968  at  the  latest, 
all  tariff  and  non-tariff  restrictions  adopted  since 


the  signing  of  the  Final  Act  of  the  first  Con¬ 
ference.  To  that  end  the  secretariat  of  UNCTAD 
should  prepare  in  co-operation  with  the  com¬ 
petent  international  agencies,  before  30  June 
1968,  a  list  of  such  retrogressions  for  submission 
to  the  participating  Governments; 

( b )  That  a  programme  of  tariff  and  non¬ 
tariff  liberalization  should  be  adopted  for  pri¬ 
mary  commodities  of  export  interest  to  the  de¬ 
veloping  countries,  and  that  all  restrictions  and 
charges  applied  by  the  developed  countries  to 
such  commodities  originating  exclusively  from 
the  developing  countries  should  be  removed  im¬ 
mediately.  Immediate  removal  of  restrictions 
and  charges  should  also  be  granted  by  the 
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developed  countries  for  other  primary  com¬ 
modities  which  are  not  in  direct  competition 
with  their  own  domestic  products; 

(c)  That  a  programme  of  measures  should  be 
adopted  to  discourage  uneconomic  production, 
in  the  developed  countries,  of  products  which 
compete  with  products  originating  from  the 
developing  countries,  and  to  abolish  subsidies 
on  the  production  and  export  of  such  competing 
products ; 

( d )  That  a  programme  should  be  drawn  up 
for  the  total  elimination  by  the  developed  coun¬ 
tries  of  domestic  taxes  and  fiscal  surcharges  ap¬ 
plied  to  products  of  interest  to  the  developing 
countries ; 

(e)  That  the  developing  countries  should  be 
guaranteed  a  minimum  share  in  the  markets  of 
the  developed  countries  through  the  setting  of 
ceilings  on  self-sufficiency,  through  undertakings 
given  under  agreements  or  international  com¬ 
modity  arrangements  to  make  certain  pur¬ 
chases,  and  through  other  means.  In  any  case, 
a  substantial  share  of  any  increase  in  domestic 
demand  for  primary  commodities  in  the  de¬ 
veloped  countries  should  be  reserved  for  the 
output  of  the  developing  countries; 

(/)  That  encouragement  should  be  given  to 
the  holding  of  complementary  negotiations  to 
improve  on  the  results  obtained  by  the  develop¬ 
ing  countries  in  the  Kennedy  Round  and  to 
ensure  that  such  results  as  have  been  or  may  he 
obtained  are  extended  to  all  developing  coun¬ 
tries  ; 

(g)  That  consultative  machinery  should  be 
established  to  ensure  that  the  production  sur¬ 
pluses  or  reserves  of  the  developed  countries 
are  disposed  of  in  an  orderly  manner  so  as  not 
to  interfere  with  the  developing  countries’  ex¬ 
ports  and  not  to  depress  international  prices; 

( h )  That,  under  a  multilateral  institutional 
arrangement,  objective  criteria  should  be 
adopted  for  identifying  situations  in  which  re¬ 
strictions  are  applied  by  virtue  of  safeguard 
clauses,  and  the  unilateral  application  of  restric¬ 
tions  should  be  avoided; 

(i)  That,  independently  of  the  right  to  require 
the  immediate  cancellation  of  measures  which 
violate  the  rules  adopted  as  proposed  in  the 
foregoing  paragraphs,  appropriate  machinery 
should  be  established  to  make  good  any  loss  or 
damage  caused  to  the  developing  countries  by 
such  measures. 

2.  That  an  essential  aspect  of  international 
policy  on  commodity  trade  is  the  protection  of 
price  levels  which,  in  conjunction  with  suitable 


conditions  of  access,  will  secure  higher  foreign 
earnings  for  the  developing  countries; 

That  agreements  and  other  international  ar¬ 
rangements  concerning  commodities  represent, 
in  many  cases,  the  appropriate  means  of  pro¬ 
viding  the  developing  countries  with  safeguards 
in  the  matter  of  access  and  prices,  and  of  re¬ 
conciling  the  interests  of  exporting  and  con¬ 
suming  countries; 

That  such  agreements  and  other  arrangements 
should  be  negotiated  commodity  by  commodity, 
Avith  due  regard  for  the  characteristics  peculiar 
to  each  commodity.  This  should  not  deter 
UNCTAD  from  continuing  its  studies  on  the 
general  principles  of  commodity  agreements; 

3.  That,  on  the  basis  of  the  agreements 
reached  at  the  first  UNCTAD  concerning  the 
establishment  of  general  conditions  of  free  ac¬ 
cess  for  primary  commodities,  the  developing 
countries  should  press  for  the  implementation 
of  the  agreements  reached  on  that  occasion  con¬ 
cerning  the  elimination  of  discriminatory  pre¬ 
ferences  against  developing  countries; 

4.  That  the  creation,  where  feasible,  of  buf¬ 
fer  stocks  of  primary  commodities  should  help 
to  reduce  the  short-term  instability  of  markets 
without  affecting  long-term  trends  and  without 
releasing  the  developed  countries  from  other 
obligations  which  they  have  assumed  or  may 
assume  concerning,  inter  alia,  access,  prices  or 
regulation  of  production.  To  assist  in  financing 
such  stocks,  particularly  at  the  initial  stage,  the 
international  financial  agencies  should  be  urged 
to  participate  and  the  developed  countries  to 
adopt  a  more  constructive  attitude.  It  is  not 
advisable  to  promote  buffer  stocks  of  com¬ 
modities  of  which  there  is  structural  world 
over-production ; 

5.  That  diversification  of  the  production  and 
exports  of  primary  commodities  by  the  develop¬ 
ing  countries  will  be  more  effective  if  adequate 
financial  resources  are  obtained  for  the  imple¬ 
mentation  of  programmes  adopted  under  inter¬ 
national  commodity  agreements  or  national  de¬ 
velopment  plans.  To  that  end,  immediate  further 
action  is  recommended  with  a  view  to  the 
establishment  of  specific  funds  for  particular 
products.  Diversification  programmes  for  prod¬ 
ucts  originating  in  developed  and  developing 
countries  should  secure  for  the  developing  coun¬ 
tries  a  larger  share  of  world  trade  in  the 
product  concerned,  and  hence  production  control 
should  be  applied  in  the  first  instance,  and  with 
greater  intensity,  in  the  developed  countries. 
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II.  Expansion  and  diversification  of  export  of  manufactures  and 

SEMI-MANUFACTURES  OF  DEVELOPING  COUNTRIES 


With  a  view  to  promoting  exports  of  manu¬ 
factures  and  semi-manufactures  as  a  dynamic 
factor  in  financing  development  and  stimulating 
technological  progress  in  the  developing  coun¬ 
tries,  the  countries  members  of  CECLA  con¬ 
sider  that  first  priority  should  be  given  to  the 
following  points: 

1.  Establishment  of  a  system  of  prefer¬ 
ences  FOR  PRODUCTS  EXPORTED  BY  DEVELOP¬ 
ING  COUNTRIES 

At  the  second  UNCTAD,  basic  principles 
should  be  negotiated  for  a  general  system  of 
tariff  and  non-tariff  preferences,  together  with  a 
commitment  to  work  out  in  specified  forums, 
and  within  specified  time-limits,  the  specific 
details  of  the  system.  The  basic  principles  of  the 
preferences  should  embody  at  least  the  follow¬ 
ing  features: 

(a)  They  should  be  general,  non-discrimi- 
natory  and  without  reciprocity,  and  should  be 
granted  by  the  developed  countries  to  all  de¬ 
veloping  countries; 

( b )  They  should  take  the  form  of  free  access 
for  manufactures  and  semi-manufactures  orig¬ 
inating  from  developing  countries  to  the  markets 
of  developed  countries,  with  the  complete  and 
immediate  abolition  of  tariffs  and  all  non¬ 
tariff  restrictions; 

(c)  They  should  cover  all  manufactures  and 
semi-manufactures  produced  in  developing 
countries,  without  restrictions  on  volume  or 
value ; 

(d)  The  developed  countries  could,  however, 
establish  tariff  quotas  for  preferential  imports 
of  articles  which  were  recognized  as  “critical”  or 
“sensitive”.  The  relevant  lists  negotiated  for 
each  developing  country  would  be  subject  to 
periodic  revision  with  a  view  to  their  gradual 
elimination; 

(e)  The  system  should  include  provision  for 
the  machinery  needed  to  make  it  work  efficiently 
and,  in  case  it  should  prove  necessary  to  apply 
safeguard  clauses,  provisions  should  be  laid 
down  specifying  the  circumstances  and  condi¬ 
tions  under  which  countries  granting  preferences 
would  he  able  to  apply  such  clauses  temporarily, 
and  the  compensation  they  would  grant  in  such 
event  to  developing  countries  affected  by  the 
loss  or  reduction  of  the  preference  in  question; 

(/)  In  the  event  of  the  application  of  safe¬ 
guard  clauses,  the  only  imports  restricted  would 


be  those  of  the  countries  responsible  for  the 
situation  giving  rise  to  the  application  of  those 
clauses; 

(g)  The  preferences  should  be  of  sufficient 
duration  to  ensure  that,  in  time,  all  the  develop¬ 
ing  countries  take  full  advantage  of  them; 

ill)  Arrangements  should  be  made  to  grant 
technical  and  financial  assistance  wherever 
needed  in  order  to  ensure  that  all  the  develop¬ 
ing  countries  take  full  advantage  of  the  pre¬ 
ferences  ; 

(i)  Without  prejudice  to  such  of  the  arrange¬ 
ments  described  above  as  may  favour  the  less 
developed  among  the  developing  countries;  to 
arrangements  made  in  their  favour  in  order  to 
promote  trade  between  developing  countries;  or 
to  such  arrangements  as  have  been  or  may  be 
agreed  upon  in  regional  or  sub-regional  systems 
of  developing  countries;  once  the  general  system 
of  preferences  is  in  operation,  efforts  will  be 
continued  to  arrive  at  other  arrangements  of 
which  the  developing  countries  will  be  able  to 
take  the  fullest  possible  advantage; 

(/)  The  discriminatory  preferences  granted  by 
developed  countries  to  developing  countries  for 
manufactures  and  semi-manufactures  will  be 
absorbed  in  the  general  preferential  system; 

(k)  Suitable  machinery  should  be  established 
to  supervise  the  operation  of  the  system  of  pre¬ 
ferences  and,  in  particular,  to  determine  the 
lists  of  “critical”  or  “sensitive”  products; 

(Z)  The  developed  countries  with  centrally 
planned  economies  should  grant  advantages 
whose  effects  are  at  least  equivalent  to  the 
preferences  requested  from  the  developed 
market-economy  countries. 

2.  Access  for  manufactures  produced  by 

DEVELOPING  COUNTRIES  TO  THE  MARKET  OF 

DEVELOPED  COUNTRIES 

At  the  second  UNCTAD,  the  developing 
countries  should  press  for  compliance  by  the 
developed  countries  with  the  agreements  reached 
at  the  first  UNCTAD  on  liberalization  for  manu¬ 
factures  and  semi-manufactures  of  export  in¬ 
terest  to  the  developing  countries,  particularly  as 
regards  the  principle  of  the  status  quo. 

In  addition  the  developing  countries  should 
strive  for  the  establishment  of  objective  criteria 
for  the  application  of  restrictions  to  trade  in 
products  from  developing  countries  under  safe¬ 
guard  clauses  relating  to  “market  disruption” 
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and  other  “special  circumstances”  applied  by- 
developed  countries,  so  that  such  situations  may 
be  defined,  provisions  may  be  laid  down  specify¬ 
ing  what  measures  restrictive  of  trade  can 
legitimately  be  applied  when  such  a  situation 
is  found  to  exist,  and  compensation  may  be 
fixed  which  corresponds  to  the  loss  or  damage 
suffered  by  the  developing  countries.  Multi¬ 
lateral  consultative  and  supervisory  machinery 
should  be  set  up  for  that  purpose. 

Such  compensation  might  be  of  a  commercial 
nature  or  might  take  the  form  of  additional 
financial  resources  for  the  sectors  of  produc¬ 
tion  affected  by  the  application  of  restrictions. 

The  developed  countries  should  not  promote 
the  development  in  their  territories  of  industries 
of  particular  interest  to  the  developing  coun¬ 
tries.  In  those  cases  where  developed  countries 
have  invoked  safeguard  clauses  on  grounds  of 
market  disruption,  they  should  make  the  ap¬ 
propriate  domestic  structural  adjustments. 

The  developed  countries  should  forthwith 
apply  to  the  manufactures  and  semi-manufac¬ 
tures  exported  by  all  developing  countries  such 
exclusive  commercial  benefits  as  they  grant  out¬ 
side  systems  of  integration,  to  other  developed 
countries  and  all  the  tariff  reductions  agreed 
upon  in  GATT’s  Kennedy  Round  negotiations, 
and  should  extend  them  to  all  developing  coun¬ 
tries  whether  or  not  members  of  GATT. 


3.  Export  promotion 

Developed  countries  and  international  agencies 
should  channel  more,  and  more  effective,  techni¬ 
cal  and  financial  assistance  in  order  to  improve 
the  productivity  of  the  developing  countries’ 
industries  and  their  competitiveness  in  inter¬ 
national  markets. 

International  co-operation  should  also  be 
secured  with  a  view  to  the  dissemination  of  trade 
information,  particularly  with  regard  to  the 
opportunities  offered  by  the  developed  coun¬ 
tries’  markets.  To  that  end,  the  developing  coun¬ 
tries  should  support  the  establishment  of  the 
joint  UNCTAD-GATT  trade  promotion  centre 
and  obtain  the  financial  and  technical  support 
of  the  developed  countries  for  its  operation. 

4.  Technology 

The  developed  countries  should  encourage  the 
transfer  of  knowledge  and  technology  to  develop¬ 
ing  countries  by  permitting  the  use  of  industrial 
patents  on  the  best  possible  terms  which  will 
enable  products  manufactured  in  developing 
countries  to  compete  effectively  in  world  mar¬ 
kets. 

They  should  also  promote  the  elimination  of 
restrictive  practices,  relating  to  market  distribu¬ 
tion  and  price-fixing,  which  are  imposed  by  en¬ 
terprises  in  developed  countries  in  granting 
licences  for  the  use  of  patents  and  trade-marks 
in  developing  countries. 


III.  Monetary  and  financial  problems  related  to  economic  development 


CECLA,  having  considered  various  aspects  of 
development  financing,  again  expresses  its  con¬ 
cern  at  the  grave  problems  created  by  the  in¬ 
sufficiency  of  the  external  financial  resources 
available  for  development,  the  unsatisfactory 
terms  of  aid,  and  the  growing  external  indebted¬ 
ness  of  developing  countries  in  general  and  the 
countries  of  Latin  America  in  particular.  In 
this  connexion,  it  trusts  that  special  attention 
will  be  given  to  the  Agreed  Statement  which  was 
adopted  at  the  Second  Session  of  the  UNCTAD 
Committee  on  Invisibles  and  Financing  Related 
to  Trade  by  both  developed  and  developing 
countries  and  which  contained  an  analysis  of  the 
main  problems  of  development  financing  (TD/ 

B/119). 

Furthermore,  in  connexion  with  the  problems 
of  external  debt  servicing,  it  stresses  the  urgent 
need  for  the  capital  exporting  countries,  in 
co-operation  with  the  developing  countries  and 
the  specialized  international  organizations,  to 
consider  the  adoption  of  suitable  methods  for 


long-term  consolidation  of  the  short-  and 
medium-term  external  debts  of  developing 
countries. 

For  the  purpose  of  the  Algiers  meeting  and 
UNCTAD  II,  CECLA  submits  the  following 
recommendations : 

1.  Increase  in  aid  flows 

(a)  It  is  recommended  that  the  “Group  of 
77”  should  stress  at  UNCTAD  II  the  urgent  need 
to  implement  the  recommendation  in  annex 
A.IV.2  of  the  Final  Act  of  the  first  Conference 
that  an  effort  be  made  to  supply  to  the  develop¬ 
ing  countries  financial  resources  of  a  minimum 
net  amount  approaching  as  nearly  as  possible 
to  1  per  cent  of  their  national  income,  and  that  it 
should  also  stress  the  need  to  increase  sub¬ 
stantially  the  proportion  of  public  funds  supplied 
under  this  target.  To  this  end,  the  UNCTAD 
secretariat  should  be  requested  to  provide  fi¬ 
gures  of  international  financial  flows  taking  place 
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in  accordance  with  the  provisions  of  the  recom¬ 
mendation  in  the  above-mentioned  annex. 

( b )  It  is  recommended  that  the  Secretary- 
General  of  UNCTAD  be  requested  to  seek  in¬ 
formation  from  the  developed  countries  on  the 
causes  of  their  failure  to  carry  out  the  under¬ 
taking  which  they  made  on  this  point  at  the 
first  Conference. 

(c)  It  is  recommended  that  the  statutes  of  the 
International  Bank  for  Reconstruction  and  De¬ 
velopment  should  be  revised  so  as  to  transform 
that  organization  into  a  world  development  bank 
which  would  provide  credits  exclusively  to  de¬ 
veloping  countries.  It  is,  however,  recognized 
that  considerable  time  would  be  required  to  com¬ 
plete  all  the  formalities  involved  in  such  a  re¬ 
vision.  For  this  reason,  it  is  essential  that,  dur¬ 
ing  this  transition  period,  suitable  changes  be 
made  in  IBRD’s  credit  policy  to  ensure  that  its 
resources  are  as  soon  as  possible  used  ex¬ 
clusively  for  the  provision  of  aid  to  developing 
countries. 

( d )  It  is  recommended  that  developed  coun¬ 
tries  which  received  loans  from  IBRD  and  which 
at  present  have  outstanding  debit  balances 
should  pay  off  those  balances  before  maturity  so 
that  the  funds  repaid  will  become  available  for 
the  granting  of  new  credits  to  developing  coun¬ 
tries,  the  provision  of  additional  resources  for 
IDA  and  for  other  financial  operations  on  “soft” 
terms. 

2.  So-called  “soft”  credits 

It  is  recommended  that  developed  countries 
members  of  IBRD  should,  as  a  matter  of  urgency, 
provide  additional  and  adequate  resources  for 
the  International  Development  Association 
(IDA). 

3.  Interest  equalization  fund 

It  is  recommended  that  support  should  be 
given  to  the  early  establishment  of  the  multila¬ 
teral  interest  equalization  fund  referred  to  in 
recommendation  A.IV.ll  of  the  Final  Act  of 
the  first  Conference  which  would  make  it  pos¬ 
sible  to  mobilize  resources  on  the  international 
capital  markets  at  current  rates  of  interest  and 
to  use  them  for  granting  of  credits  to  develop¬ 
ing  countries  at  low  interest  and  for  terms 
longer  than  is  normal.  The  difference  between 
the  cost  of  these  resources  and  the  rates  of 
interest  would  be  covered  out  of  the  above- 
mentioned  fund. 


4.  Suppliers’  credits 

It  is  recommended  that  an  inter-governmental 
group,  with  equitable  representation  of  the  coun¬ 
tries  in  which  suppliers’  credits  originate  and 
of  the  borrowing  countries,  should  be  set  up 
within  UNCTAD  with  the  object  of  eliminating 
abuses  and  restrictive  practices  in  this  field 
and  of  providing  the  developing  countries  with 
an  opportunity  to  work  out  multilaterally  their 
proposals  concerning  the  practices  to  be  fol¬ 
lowed  by  suppliers  and  recipients  in  the  future. 
The  international  financial  organizations  would 
be  invited  to  co-operate  in  the  work  of  this  inter¬ 
governmental  group,  which  would  take  into 
consideration  the  information  prepared  on  the 
subject  by  the  international  organizations  and 
by  the  UNCTAD  secretariat.  The  UNCTAD 
secretariat  is  urged  to  continue  studying  all 
aspects  of  suppliers’  credits  and  other  com¬ 
mercial  credits,  in  order  to  assist  the  efficient 
functioning  of  the  proposed  group,  which  would 
make  use  for  its  purposes  of  the  various  studies 
available. 

5.  Supplementary  financing  scheme 

(a)  It  is  recommended  that  the  Latin  Amer¬ 
ican  countres  members  of  the  Inter-govern¬ 
mental  Group  on  Supplementary  Financing 
should,  at  the  Group’s  third  session,  support  the 
preparation  of  a  preliminary  draft  statute  for 
an  agency  to  administer  supplementary  financ¬ 
ing,  for  consideration  at  UNCTAD  II. 

( b )  It  is  recommended  that,  in  order  to  avoid 
interference  by  the  said  agency  in  the  economic 
policy  decisions  of  developing  countries,  the 
conditions  for  participation  by  those  countries 
in  the  supplementary  financing  scheme  should 
be  limited  to  the  following: 

(i)  The  developing  country  and  the  agency 
would  jointly  prepare  export  projections  for  a 
specific  period  to  be  agreed  upon;  the  country 
would  indicate  the  main  lines  of  the  economic 
policy  it  proposed  to  follow  during  the  period  in 
question;  during  that  period  there  would  be  no 
consultations  for  the  purpose  of  checking  the 
implementation  of  the  general  policy  indicated; 

(ii)  The  decision  regarding  the  granting  of 
aid  would  depend  solely  on  analysis  of  the  causes 
of  the  drop  in  earnings  and  not  on  the  manner 
of  implementation  of  the  economic  policies  in¬ 
dicated,  such  analysis  to  include  the  determina¬ 
tion,  by  consultation,  of  whether  the  drop  in 
income  is  due  to  circumstances  beyond  the  con¬ 
trol  of  the  country  concerned. 
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6.  Compensatory  financing  scheme 

It  is  recommended: 

(а)  That  the  need  should  be  stressed  for 
drawings  on  the  International  Monetary  Fund 
under  the  compensatory  financing  scheme  to  be 
automatic  also  between  25  and  50  per  cent  of 
the  countries’  quotas  in  the  Fund. 

(б)  That  it  be  provided  that  such  drawings 
are  not  subject  to  any  conditions. 

(c)  That  the  formula  for  calculating  the 
sums  compensatable  be  modified,  the  exports 
during  the  three  years  immediately  preceding  the 
compensation  being  taken  as  the  basis. 

7.  Reform  of  the  international 

MONETARY  SYSTEM 

In  view  of  the  fact  that  this  matter  is  under 
consideration  at  the  annual  meeting  of  the  Board 
of  Governors  of  IMF  in  Rio  de  Janeiro,  it  is 
considered  undesirable  to  make  any  technical 
recommendations  concerning  it  at  present.  At 
the  Algiers  meeting,  at  UNCTAD  II  and  in  other 
international  gatherings,  the  Latin  American 
countries  will  have  an  opportunity  to  adopt  posi¬ 
tions  which  they  feel  are  consistent  with  their 


interests,  both  in  respect  of  changes  in  the  inter¬ 
national  monetary  system,  and  of  related  matters, 
particularly  trade,  development  financing  and 
regional  financial  integration.  In  this  connexion, 
the  Latin  American  delegations  intend,  at  in¬ 
ternational  gatherings  at  which  these  matters 
are  considered,  to  co-ordinate  their  activities 
among  themselves  and  with  the  delegations  of 
other  developing  countries. 

8.  Co-ordinated  action  in  international 

FINANCIAL  ORGANIZATIONS 

It  is  recommended  that  the  Latin  American 
countries  direct  their  activities  at  the  Algiers 
meeting  and  at  UNCTAD  II  in  such  a  way  as 
to  harmonize  their  views  with  those  of  other 
developing  countries  concerning  the  policies 
followed  by  the  international  financial  organiza¬ 
tions  with  respect  to  such  matters  as  facilities 
of  access  to  these  organizations’  resources,  vot¬ 
ing  power  and  improvement  of  the  machinery  for 
balance  of  payments  adjustments.  For  this  pur¬ 
pose,  the  Latin  American  countries  will  be 
guided  by  the  positions  taken  on  the  relevant 
questions  at  the  annual  meetings  of  IMF  and 
IBRD. 


IV.  Conclusions  and  recommendations  on  the  shipping  problems  of  the 

DEVELOPING  COUNTRIES 


1.  International  legislation 

(a)  During  the  debate  on  international  legis¬ 
lation  on  shipping  at  UNCTAD  II  it  should  be 
emphasized  that  the  agreements  on  maritime 
trade  practices  and  customs  were  entered  into 
at  a  time  when  the  interests  of  the  developing 
countries  were  insignificant; 

( b )  The  inclusion  of  an  item  entitled  “In¬ 
ternational  legislation  on  shipping”  in  the  work 
programme  of  the  Committee  on  Shipping  should 
be  requested.  The  Committee  should  have  such 
advice  as  it  may  deem  necessary  and  it  should 
be  recommended  to  bear  in  mind  in  its  studies 
such  factors  as  the  compilation,  comparison  and 
uniformity  of  the  relevant  legislation. 

2.  Recommendations  regarding  freight  rates 

(a)  The  countries  members  of  UNCTAD 
should  be  urged  to  co-operate  with  the  secretariat 
in  drawing  up  as  soon  as  possible  a  programme 
of  studies  on  maritime  freight. 

( b )  It  should  be  recommended  that  in  fixing 
freight  rates  consideration  should  be  given  to 


the  need  for  placing  the  products  of  the  develop¬ 
ing  countries  on  international  markets  under 
competitive  conditions. 

(c)  The  Latin  American  countries  should  ex¬ 
press  their  grave  concern  at  the  fact  that  con¬ 
ference  freight  rates  are  not  only  continuing 
to  rise  but  are  still  discriminatory  and  restrictive 
vis-a-vis  the  developing  countries. 

( d )  The  widespread  practice  of  fixing  special 
freight  rates  for  the  transport  of  non-traditional 
products  of  the  developing  countries  should  be 
condemned. 

(e)  The  application  of  incentive  freight  rates 
designed  to  promote  the  export  from  the  develop¬ 
ing  countries  of  manufactures  which  they  have 
produced  with  their  own  raw  materials  should 
he  recommended.  Such  rates  might  be  fixed  at 
levels  which  would  merely  cover  the  marginal 
and  supplementary  costs  involved  in  the  trans¬ 
port  of  these  goods. 

(/)  The  UNCTAD  secretariat  should  be  urged 
to  conclude  its  studies  on  the  fixing  of  routes  as 
soon  as  possible. 
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3.  Shipping  conference  practices 

(a)  Specific  action  should  be  taken  at 
UNCTAD  II  with  a  view  to  abolishing  those 
shipping  conference  practices  which  are  detri¬ 
mental  to  the  developing  countries,  such  as: 

(i)  The  “closed”  nature  of  many  conferences; 

(ii)  The  fact  that  the  conferences  are  not 
effectively  represented  in  a  number  of  major 
ports  of  the  developing  countries; 

(iii)  The  fact  that  shipping  rates  and  other 
conditions  of  carriage  are  not  published  at  all 
or  are  given  insufficient  publicity. 

(b)  In  this  connexion,  UNCTAD  II  should 
be  recommended  to  adopt  the  following  prin¬ 
ciples: 

(i)  Recognition  of  the  fact  that  the  develop¬ 
ing  countries  are  fully  entitled  to  take  part  in 
any  freight  conference  which  affects  their 
maritime  traffic; 

(ii)  Recognition  of  the  right  of  shipowners 
in  developing  countries  to  take  part  in  freight 
conferences  on  an  equal  footing  with  ship¬ 
owners  of  the  developed  countries; 

(iii)  A  freight  conference  concerned  with  the 
export  traffic  of  a  developing  country  should  be 
represented  in  that  country; 

(iv)  The  right  of  the  developing  countries  to 
be  fully  informed  of  the  structure  and  fixing 
of  freight  rates  and  other  shipping  conditions 
of  carriage  applied  to  the  products  involved  in 
their  trade  and  also  to  be  advised  sufficiently 
in  advance  of  any  change  in  such  rates  and 
conditions. 

4.  Technical  advances  in  shipping 

(a)  It  should  be  recommended  that  the  study 
to  be  submitted  by  the  secretariat  to  UNCTAD 
II  should  take  into  account  the  implications  of 
the  technical  advances  in  shipping  in  respect 
of  the  organization  and  structure  of  shipping 
conferences,  cost  levels,  rate  structure,  and  tech¬ 
niques  of  port  operation  and  organization. 

( b )  UNCTAD  II  should  be  recommended  to 
make  preparations  forthwith  for  a  study  of  the 
various  regulatory  and  administrative  measures 
arising  from  the  adoption  of  these  new  tech¬ 
niques. 

5.  Expansion  of  the  merchant  marines  of 

THE  DEVELOPING  COUNTRIES 

(a)  Reiteration  of  the  inalienable  right  of  the 
developing  countries  to  determine  the  size  of 
their  domestic  merchant  marines  in  relation 
to  the  freight  position  and  prospects  generated 
by  their  foreign  trade  should  be  reaffirmed. 


( b )  The  developing  countries  should  endeav¬ 
our  to  make  the  maximum  use  of  their  ship¬ 
ping  industries  in  order  to  meet  the  requirements 
arising  from  policies  of  expansion  of  their  mer¬ 
chant  marines. 

(c)  The  domestic  legislation  enacted  by  the 
developing  countries  with  a  view  to  achieving 
the  objectives  set  forth  in  the  two  preceding 
sub-paragraphs  should  not  be  regarded  as  dis¬ 
criminatory  nor  should  it  lead  to  the  adoption 
by  the  developed  countries  of  retaliatory  or 
other  measures  which  might  have  the  effect  of 
rendering  ineffective  the  measures  taken  by 
the  developing  countries. 

(d)  UNCTAD  II  should  be  recommended  to 
adopt  measures  designed  to  provide  for  such 
bilateral  or  multilateral  financing  as  may  be 
required  to  expand  the  merchant  marines  of 
the  developing  countries.  Criteria  should  be  laid 
down  to  ensure  that  such  financing  is  granted  to 
genuine  national  enterprises. 

(e)  It  should  be  recommended  that  the  study 
to  be  submitted  by  the  secretariat  to  UNCTAD 
II  take  into  account  the  implications  of  the 
technical  advances  in  shipping  for  the  expansion 
of  the  merchant  marines  of  the  developing 
countries. 

6.  Consultation  machinery 

UNCTAD  should  be  recommended  to  endorse 
the  resolution  of  the  Committee  on  Shipping  so 
as  to  enable  it  to  consider  at  its  next  session  a 
programme  of  specific  action  in  collaboration 
with  UNDP  and  the  regional  economic  commis¬ 
sions,  designed  to  give  effect  to  the  proposals 
in  the  said  resolution  on  the  establishment  of 
national  and  regional  consultation  machinery 
in  various  parts  of  the  world  in  accordance  with 
the  provisions  adopted. 

7.  Port  improvement 

(a)  Practical  measures  should  be  adopted  at 
UNCTAD  II  with  a  view  to  ensuring  that  the 
savings  obtained  from  the  improvement  of  port 
facilities  are  immediately  benefiting  the  de¬ 
veloping  countries  through  reduction  of  freight 
rates. 

( b )  It  should  be  recommended  that  the 
studies  on  this  subject  which  are  being  made 
by  the  UNCTAD  secretariat  should  include  an 
examination  of  possible  schemes  of  financing 
and  technical  assistance  for  programmes  relat¬ 
ing  to  port  infrastructure  and  operation  in  the 
developing  countries,  taking  into  account  the  im¬ 
plications  of  technical  advances  in  shipping. 
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V.  Trade  expansion  and  economic  co-operation  among  developing  countries 


An  increase  in  trade  among  developing  coun¬ 
tries  and  schemes  for  their  integration  and  eco¬ 
nomic  co-operation  cannot  be  regarded  as  a 
substitute  for  improved  trade  relations  between 
developed  and  developing  countries,  but  they 
can  be  considered  as  an  effective  complement  to 
the  means  of  promoting  the  economic  and  social 
development  of  the  developing  countries. 

With  a  view  to  promoting  the  expansion  of 
trade  among  developing  countries  at  the  re¬ 
gional  and  world  level,  the  Latin  American  coun¬ 
tries  members  of  CECLA  have  agreed  on  the 
following  points: 

1.  It  is  desirable  to  strengthen  and  speed  up 
processes  of  regional  and  sub-regional  economic 
integration  as  the  most  appropriate  method  of 
expanding  intra-area  trade  and  of  promoting 
the  harmonious  development  of  the  countries 
participating  in  those  processes. 

2.  Under  regional  or  sub-regional  economic 
integration  agreements,  the  developing  countries 
will  proceed  with  the  systematic  elimination  of 
charges  and  other  non-tariff  restrictions  on 
mutual  trade  and  will  give  due  consideration  to 
the  special  situation  of  the  economically  less 
developed  among  the  developing  countries  by 
granting  them  commercial,  financial  and  other 
advantages. 

3.  Developing  countries  in  different  regions 
may  negotiate  the  granting  to  one  another  of 
special  advantages  which  are  not  to  be  extended 
to  developed  countries.  The  latter  countries 
should  support,  in  the  competent  forums,  the 
granting  of  such  authorizations  or  waivers  as 
may  be  necessary  for  the  purpose. 

4.  The  developing  countries  should  seek  to 
improve  the  infrastructure  of  transport  and  com¬ 


munications  with  other  developing  countries  or 
areas,  as  well  as  payments  systems  and  machinery 
and  their  working  practices,  so  as  to  encourage 
mutual  trade.  They  should  also  exchange  com¬ 
mercial  experience  and  information. 

5.  The  developed  countries  and  the  com¬ 
petent  international  agencies  should  give  their 
full  support  to  requests  addressed  to  them, 
through  the  organs  of  integration,  for  technical 
and  financial  assistance  in  launching  and  accel¬ 
erating  the  processes  of  regional  or  sub-regional 
economic  integration  and  in  adjusting  to  struc¬ 
tural  changes,  particularly  in  industry  and  the 
employment  of  labour. 

6.  Those  developed  countries  which  grant  tied 
loans  to  developing  countries  should  agree  to 
the  use  of  the  resources  so  provided  to  make 
purchases  in  other  developing  countries,  es¬ 
pecially  countries  in  the  same  region. 

7.  The  developed  countries  should  give  up 
receiving  from  developing  countries  trade  pre¬ 
ferences  which  discriminate  against  other  de¬ 
veloping  countries,  or  should  at  least  agree  to 
the  unilateral  extension  of  such  preferences  to 
all  the  developing  countries. 

8.  The  developed  countries  and  the  interna¬ 
tional  and  regional  financial  agencies  should  pro¬ 
mote  the  establishment  or  modernization,  in  the 
developing  countries,  of  industries  geared  to  the 
export  of  manufactures  and  semi-manufactures 
to  the  world  or  regional  market  under  com¬ 
petitive  conditions  with  regard  to  quality  and 
price.  As  part  of  the  processes  of  regional  in¬ 
tegration,  they  should  promote  the  installation, 
in  the  economically  less  developed  among  the 
developing  countries,  of  industries  geared  to  the 
expanded  market. 


VI.  Expansion  of  trade  with  the  centrally-planned-economy  countries 


1.  The  developing  countries  should  urge  the 
developed  countries  with  centrally  planned  econ¬ 
omies  to  give  full  effect  to  the  agreements 
reached  and  offers  made  at  the  first  UNCTAD 
to  set  targets  for  the  expansion  of  their  import 
trade  in  products  originating  from  developing 
countries. 

2.  In  connexion  with  the  measures  requested 
from  the  developed  countries  by  the  developing 
countries  in  the  matter  of  free  access  and  prefer¬ 
ential  treatment,  the  developed  countries  with 
centrally  planned  economies  should; 


(a)  Include  in  their  purchasing  plans  in¬ 
creasing  volumes  of  products  originating  from 
developing  countries;  and  assign  to  developing 
countries  an  ever-growing  share  of  the  increase 
in  their  imports  of  manufactures  and  semi¬ 
manufactures. 

( b )  Take  the  necessary  steps  to  reduce  the 
margins  between  the  import  prices  and  the  do¬ 
mestic  selling  prices  of  products  originating  from 
the  developing  countries,  and  thus  promote  the 
consumption  of  those  products. 
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(c)  Under  those  bilateral  agreements  with 
developing  countries  in  which  provision  is  made 
for  payments  accounts,  agree  to  greater  flexibility 
in  the  use  of  the  developing  countries’  credit 
balances  both  within  and  outside  the  socialist 
area.  Machinery  should  be  established  for  a 
gradual  increase  in  the  proportion  of  bilateral 
trade  which  is  paid  for  in  convertible  currency. 

( d )  Grant  preferential  access  conditions  for 
products  originating  from  developing  countries. 


These  conditions  should  include  the  establish¬ 
ment,  in  their  international  purchasing  policies, 
of  margins  of  tolerance  in  favour  of  the  develop¬ 
ing  countries  with  regard  to  prices  and  delivery 
terms.  In  the  event  that  the  announced  changes 
in  the  economic  structure  of  the  socialist  coun¬ 
tries  should  assign  to  tariffs  a  more  important 
part  in  their  foreign  trade  policy,  preferential 
tariff  measures  should  be  adopted  in  favour  of 
products  originating  from  developing  countries. 
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CHARTER  OF  ALGIERS1 


Adopted  by  the  Ministerial  Meeting  of  the  Group  of  77 

on  24  October  1967 

PART  ONE 


The  representatives  of  developing  countries, 
assembled  in  Algiers  in  October  1967  at  the 
Ministerial  Meeting  of  the  Group  of  77,  united 
by  common  aspirations  and  the  identity  of  their 
economic  interests,  and  determined  to  pursue 
their  joint  efforts  towards  economic  and  social 
development,  peace  and  prosperity, 

Having  reviewed  the  work  of  the  international 
community  for  economic  progress  since  the 
adoption  of  the  Joint  Declaration  of  the  77  De¬ 
veloping  Countries  at  the  conclusion  of  UNCTAD 
I  in  1964, 

Have  decided  to  chart  a  common  course  of 
action  as  conceived  in  the  African  Declaration 
of  Algiers,  the  Bangkok  Declaration  of  Asian 
countries  and  the  Charter  of  Tequendama  of 
Latin  American  countries, 

Deem  it  their  duty  to  call  the  attention  of  the 
international  community  to  the  following  facts: 

I 

The  lot  of  more  than  a  billion  people  of  the 
developing  world  continues  to  deteriorate  as  a 
result  of  the  trends  in  international  economic  re¬ 
lations; 

The  rate  of  economic  growth  of  the  develop¬ 
ing  world  has  slowed  down  and  the  disparity 
between  it  and  the  affluent  world  is  widening; 

While  the  developed  countries  are  adding  an¬ 
nually  approximately  60  dollars  to  the  per  capita 
income  of  their  people,  the  average  increase  of 
per  capita  income  in  the  developing  world 
amounts  to  less  than  2  dollars  per  annum; 

The  share  of  the  developing  countries  in  total 
world  exports  declined  from  27  per  cent  in  1953 
to  only  19.3  per  cent  in  1966.  In  the  first  half 
of  the  1960’s  total  world  exports  grew  at  an 
average  annual  rate  of  7.8  per  cent  and  exports 

1  This  document,  original  English,  was  circulated  at 
the  second  session  of  UNCTAD  at  the  request  of  the 
delegation  of  Algeria. 


of  developing  countries,  excluding  oil  exports, 
grew  at  an  average  rate  of  4  per  cent  only.  While 
the  value  of  exports  of  manufactures  from  in¬ 
dustrial  countries  increased  between  1953-54  and 
1965-66  by  65  billion  dollars  and  from  socialist 
countries  by  10  billion  dollars,  the  increase 
from  developing  countries  amounted  to  only  3 
billion  dollars; 

The  purchasing  power  of  exports  from  de¬ 
veloping  countries  has  been  steadily  declining. 
In  the  mid-1960’s  the  developing  countries  have 
been  able  to  buy,  for  a  given  volume  of  their 
traditional  exports,  one-tenth  less  imports  than 
at  the  beginning  of  this  period.  The  loss  in 
purchasing  power  amounted  annually  to  approx¬ 
imately  2.5  billion  dollars,  which  represents 
nearly  half  of  the  flow  of  external  public  finan¬ 
cial  resources  to  developing  countries; 

This  has  aggravated  the  problem  of  the  in¬ 
creasing  indebtedness  of  developing  countries. 
The  external  public  debt  alone  has  increased 
from  10  billion  dollars  in  1955  to  40  billion  in 
1966.  While  the  debt  service  payments  averaged 
half  a  billion  dollars  annually  in  the  mid-1950’s 
these  have  already  increased  to  4  billion  dollars 
and  may  offset  the  entire  transfer  of  resources 
before  the  end  of  this  decade  if  present  trends 
continue;  they  already  equal  the  entire  amount 
of  grants  and  grant-like  contributions; 

Although  modern  technology  offers  develop¬ 
ing  countries  great  possibilities  to  accelerate 
their  economic  development,  its  benefits  are 
largely  by-passing  them  due  to  its  capital  and 
skill  intensive  nature,  and  is  drawing  away 
from  them  such  limited  skills  as  are  developed; 

The  virtual  stagnation  in  the  production  of 
foodstuffs  in  developing  countries,  in  contrast 
with  the  rapid  increase  in  population,  has  ag¬ 
gravated  the  chronic  conditions  of  under¬ 
nourishment  and  malnutrition  and,  combined 
with  the  distortion  of  production  and  trading 
patterns  by  artificial  means,  threatens  to  give 
rise  to  a  grave  crisis. 
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II 

The  concern  over  these  economic  and  social 
trends  and  the  joint  efforts  of  the  developing 
countries  to  correct  them  have  progressively  led 
the  international  community  to  embark  on  a 
series  of  initiatives  culminating  in  the  Final  Act 
adopted  in  1964  by  UNCTAD  I;  however,  the 
promise  held  out  by  the  Final  Act  has  not  been 
realized.  In  fact,  in  spite  of  the  provisions  of 
the  Final  Act  of  UNCTAD  I: 

No  new  commodity  agreement  on  primary 
products  of  interest  to  developing  countries  has 
been  concluded; 

The  standstill  has  not  been  observed  by  the 
developed  countries  and  they  have  increased  the 
degree  of  protection  in  many  of  those  agricul¬ 
tural  products  in  which  developing  countries 
are  more  efficient  producers; 

While  the  average  prices  for  primary  pro¬ 
ducts  exported  from  developing  countries  have 
decreased  by  7  per  cent  since  1958,  those  for 
primary  products  exported  from  developed  coun¬ 
tries  increased  by  10  per  cent  in  the  same 
period; 

Heavy  fiscal  charges  continue  to  be  levied  on 
products  of  export  interest  to  developing  coun¬ 
tries; 

The  proliferation  and  promotion  of  synthetic 
substitutes  in  developed  countries  has  resulted 
in  shrinking  markets  and  falling  prices  for  com¬ 
peting  natural  products  produced  by  developing 
countries; 

Insufficient  progress  has  been  made  by  de¬ 
veloped  countries  in  dismantling  import  tariffs 
on  tropical  products  without  prejudice  to  the 
interests  of  certain  developing  countries; 

Little  or  no  progress  has  been  achieved  in 
the  relaxation  of  quota  restrictions  that  are 
applied  particularly  to  industrial  products  im¬ 
ported  from  developing  countries;  nor  did  the 
situation  improve  for  some  temperate  zone  pro¬ 
ducts  whose  access  to  the  developed  countries  is 
governed  by  restrictive  measures  and  policies 
applied  by  the  developed  countries; 

The  implicit  discrimination  in  tariff  policies 
towards  developing  countries  has  been  further 
intensified  as  a  result  of  the  process  of  economic 
integration  among  some  developed  countries  and 
also  as  a  consequence  of  the  Kennedy  Round 
of  negotiations; 

No  progress  has  been  made  by  developed 
socialist  countries  on  the  recommended  transfer- 
ability  of  credit  balances  held  with  them  by 
developing  countries; 


The  wide  disparity  between  domestic  selling 
prices  of  goods  imported  by  socialist  countries 
from  developing  countries  and  the  import  prices 
of  such  goods  creates  unfavourable  conditions 
for  increases  in  consumption  and  import  of 
such  goods  from  developing  countries; 

In  spite  of  the  unanimously  agreed  target  of 
1  per  cent  of  national  income  of  financial  re¬ 
sources  to  be  provided  to  developing  countries, 
actual  disbursements  have  levelled  off  in  ab¬ 
solute  terms  and  declined  as  a  proportion  of 
gross  national  product  of  developed  countries. 
While  in  1961  the  flow  of  development  financing 
to  the  developing  countries  amounted  to  0.87  per 
cent  of  gross  national  product  of  developed 
countries,  it  came  down  to  0.62  per  cent  in 
1966; 

With  a  few  notable  exceptions,  the  terms 
and  conditions  of  development  finance  are  be¬ 
coming  more  and  more  onerous;  the  proportion 
of  grants  is  declining;  interest  rates  are  in¬ 
creasing;  repayment  periods  are  shortening  and 
development  loans  are  becoming  increasingly 
tied; 

Discriminatory  practices  and  arrangements  in 
the  field  of  shipping  and  increasing  freight  rates 
have  aggravated  further  the  balance-of-payments 
position  and  hindered  the  effort  to  promote  the 
exports  of  developing  countries. 


Ill 

The  international  community  has  an  obliga¬ 
tion  to  rectify  these  unfavourable  trends  and  to 
create  conditions  under  which  all  nations  can 
enjoy  economic  and  social  well-being,  and  have 
the  means  to  develop  their  respective  resources 
to  enable  their  peoples  to  lead  a  life  free  from 
want  and  fear. 

In  a  world  of  increasing  interdependence 
peace,  progress  and  freedom  are  common  and 
indivisible.  Consequently  the  development  of 
developing  countries  will  benefit  the  developed 
countries  as  well. 

Developing  countries  reiterate  that  the  prim¬ 
ary  responsibility  for  their  development  rests 
on  them. 

Developing  countries  are  determined  to  con¬ 
tribute  to  one  another’s  development. 

However,  a  fuller  mobilization  and  more  ef¬ 
fective  utilization  of  domestic  resources  of  de¬ 
veloping  countries  is  possible  only  with  con¬ 
comitant  and  effective  international  action. 
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Traditional  approaches,  isolated  measures  and 
limited  concessions  are  not  enough.  The  gravity 
of  the  problem  calls  for  the  urgent  adoption  of 
a  global  strategy  for  development  requiring 
convergent  measures  on  the  part  of  both  de¬ 
veloped  and  developing  countries. 

The  establishment  of  UNCTAD  and  the  dia¬ 
logue  which  has  taken  place  within  it  constitute 
a  step  towards  a  new  and  dynamic  trade  and 
development  policy.  What  is  needed  now  is  to 
move  from  the  stage  of  deliberation  to  the  plane 
of  practical  action. 


Developing  countries  expect  that  UNCTAD  II 
will  concentrate  on  a  common  endeavour  for 
accelerated  economic  and  social  development. 
The  agreement  which  has  recently  emerged  on 
the  basic  issues  to  be  negotiated  reflects  the  gen¬ 
eral  feeling  in  this  respect. 

To  this  end  the  representatives  of  developing 
countries  at  the  Ministerial  Meeting  of  the  Group 
of  77  have  considered  carefully  the  present  state 
of  affairs  and  suggest  the  following  programme 
of  action  as  the  most  urgent  and  immediate  step 
to  be  taken  by  UNCTAD  II. 


PART  TWO  —  PROGRAMME  OF  ACTION 

A.  Commodity  problems  and  policies 


1.  Commodity  policy 

(a)  Commodity  arrangements 

(i)  Commodity  problems  should,  where  ap¬ 
propriate,  be  dealt  with  by  international  com¬ 
modity  arrangements  negotiated  on  a  commodity- 
by-commodity  basis; 

(ii)  Producing  developing  countries  should 
consult  and  co-operate  among  themselves  in  or¬ 
der  to  defend  and  improve  their  terms  of  trade 
by  effective  co-ordination  of  their  sales  policies; 

(iii)  A  Cocoa  Agreement  should  be  concluded 
before  the  end  of  1967  and  an  Agreement  on 
Sugar  early  in  1968; 

(iv)  Commodity  arrangements  for  oil  seeds 
and  vegetable  oils,  bananas,  rubber,  tea,  sisal 
and  hard  fibres  should  be  concluded  at  the  ear¬ 
liest  possible  date; 

(v)  Appropriate  action  should  be  taken  on 
an  urgent  basis  in  respect  of  iron  ore,  nickel, 
tobacco,  cotton,  wine,  citrus  fruit,  manganese 
ore,  pepper,  mica,  shellac  and  tungsten. 

(b)  Buffer  stocks 

Buffer  stock  techniques  as  a  short-term  mea¬ 
sure  for  market  stabilization  should,  where  ap¬ 
propriate,  be  one  of  the  methods  adopted  for 
international  commodity  arrangements,  and  in¬ 
ternational  financing  institutions  and  developed 
countries  should  participate  in  their  pre-financ¬ 
ing,  while,  with  regard  to  their  regular  income, 
producing  and  consuming  countries  should 
devise  a  formula  ensuring  an  equitable  distribu¬ 
tion  of  costs. 


(c)  Diversification  programmes 

Developed  countries  and  the  appropriate  in¬ 
ternational  financial  institutions  should  make 
available  additional  financial  and  technical  assis¬ 
tance  to  developing  countries,  including  specific 
funds,  in  order  to  facilitate  the  carrying  out  of 
diversification  programmes,  highest  priority 
being  given  to  diversification  in  the  programmes 
on  inter-regional,  regional  and  sub-regional  levels 
in  the  process  of  trade  expansion  and  economic 
integration  among  developing  countries.  These 
specific  funds  for  diversification  should  be  one 
of  the  features  of  commodity  agreements. 

(d)  Pricing  policy 

The  main  objectives  of  pricing  policy  should 
be:  (i)  elimination  of  excessive  price  fluctua¬ 
tions;  (ii)  the  highest  possible  earnings  from 
the  exports  of  primary  products;  (iii)  main¬ 
tenance  and  increase  of  the  purchasing  power 
of  the  products  exported  by  developing  coun¬ 
tries  in  relation  to  their  imports;  and  (iv)  that 
developed  countries  undertake  to  assist  in  achiev¬ 
ing  more  stable  and  higher  prices  for  unpro¬ 
cessed  and  processed  commodities  from  develop¬ 
ing  countries  by  applying  adequate  domestic 
taxation  policies. 

2.  Trade  liberalization 
(a)  Standstill 

No  new  tariff  and  non-tariff  restrictions  should 
be  introduced  by  developed  countries  and  those 
introduced  since  UNCTAD  I  should  be  elimin¬ 
ated  by  31  December  1968. 


117 


(b)  Removal  of  barriers 

(i)  All  restrictions  and  charges  applied  by 
developed  countries  to  primary  commodities  in¬ 
cluding  semi-processed  primary  products  origi¬ 
nating  exclusively  from  developing  countries 
should  be  removed; 

( ii )  A  programme  of  specific  commitments 
should  be  elaborated  with  a  view  to  eliminating 
tariff  and  non-tariff  barriers,  including  duties 
and  revenue  charges,  on  all  products; 

(iii)  Pending  the  elimination  of  internal 
duties  and  revenue  charges  a  system  of  partial 
refund  should  be  introduced  to  lead  progressively 
on  an  annual  basis  to  full  refund; 

(iv)  The  tariff  reductions  offered  during  the 
Kennedy  Round  of  negotiations  on  primary 
products  of  export  interest  to  developing  coun¬ 
tries  should  be  implemented  without  phasing 
and  without  reciprocity  in  favour  of  all  develop¬ 
ing  countries. 

(c)  Preferences 

The  representatives  of  the  developing  coun¬ 
tries  at  the  Ministerial  Meeting  of  the  Group  of 
77,  (i)  bearing  in  mind  the  desire  expressed  by 
all  members  of  the  Group  of  77  to  apply  recom¬ 
mendation  A.II.l,  Section  II,  paragraphs  3  and 
6  concerning  the  elimination  of  preferences, 
adopted  unanimously  at  UNCTAD  I,  and  noting 
that  the  abolition  of  preferences  requires  that 
the  developed  countries  grant  equivalent  ad¬ 
vantages  to  the  countries  which  at  present  enjoy 
such  preferences;  (ii)  noting  that  the  developed 
countries  have  not  so  far  taken  effective  mea¬ 
sures  for  the  implementation  of  this  recom¬ 
mendation;  (iii)  considering  that,  in  the  case 
of  certain  commodities,  the  special  preferences 
in  force  could  be  reduced  or  even  abolished 
through  international  agreements: 

Decided  to  request  the  Secretary-General  of 
UNCTAD  and  the  regional  groups  to  undertake 
studies,  commodity-by-commodity  and  country- 
by-country  on  the  effect  of  the  abolition  of  the 
special  preferences  in  force  and  the  steps  neces¬ 
sary  to  ensure  that  countries  which  at  present 
enjoy  such  preferences  receive  advantages  at 
least  equivalent  to  the  losses  resulting  from 
abolition. 

(d)  Minimum  share  of  markets 

(i)  Where  products  of  developing  countries 
compete  with  the  domestic  production  of  de¬ 
veloped  countries,  the  latter  should  allocate  a 


defined  percentage  of  their  consumption  of  such 
products  to  developing  countries;  in  any  case, 
a  substantial  share  of  any  increase  in  domestic 
demand  for  primary  commodities  in  the  de¬ 
veloped  countries  should  be  reserved  for  the 
output  of  the  developing  countries.  This  alloca¬ 
tion  should  be  arrived  at  on  a  country-by-country 
and  commodity-by-commodity  basis,  through 
multilateral  negotiation;  developed  countries 
should  agree  to  establish  maximum  ratios  of  do¬ 
mestic  production  so  as  to  guarantee  to  develop¬ 
ing  countries  adequate  conditions  of  access  for 
their  exports; 

(ii)  The  developed  countries  should  adopt 
measures  to  discourage  uneconomic  production 
of  commodities  which  compete  with  those  origin¬ 
ating  from  developing  countries  and  should 
abolish  subsidies  on  such  competing  products. 

(e)  Surpluses  and  reserve  stock  disposal 

The  existing  machinery  for  consultation  on 
surplus  disposal  should  be  widened  and  rein¬ 
forced  and  suitable  machinery  should  he  es¬ 
tablished,  where  such  arrangements  do  not  exist, 
in  order  to  ensure  that  disposal  of  production 
surpluses  or  strategic  reserves  does  not  result 
in  the  depression  of  international  prices,  and 
does  not  adversely  affect  the  exports  of  develop¬ 
ing  countries  or  the  intraregional  trade  and 
agricultural  development  of  developing  countries 
and  the  position  of  developing  countries  receiv¬ 
ing  those  surpluses  as  assistance. 

(f)  Use  of  escape  clauses 

Objective  criteria  should  be  adopted  under 
a  multilateral  institutional  arrangement  for  iden¬ 
tifying  situations  on  which  restrictions  are  ap¬ 
plied  by  virtue  of  safeguard  clauses  and  the 
unilateral  application  of  restrictions  should  be 
avoided. 

3.  Synthetics  and  substitutes 

(i)  Special  measures  in  the  field  of  finance, 
technical  assistance  and  marketing,  including 
financing  of  research,  abolition  of  subsidies  and 
granting  of  preferences  should  be  taken  to  im¬ 
prove  the  competitive  position  of  natural  pro¬ 
ducts  of  developing  countries  that  are  affected 
by  the  competition  of  synthetics  and  substitutes 
originating  from  developed  countries; 

(ii)  The  provision  of  Special  Principle  Nine 
of  the  Final  Act  of  UNCTAD  I  on  dumping 
should  be  implemented  with  special  reference 
to  the  marketing  of  synthetic  products. 
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B.  Expansion  of  exports  of  manufactures  and  semi-manufactures 


1.  Principles  for  a  general  system  of 

PREFERENCES 

The  following  principles  should  be  adopted 
in  order  to  implement  a  general  system  of  pre¬ 
ferences.  They  should  be  accepted  simultaneously 
as  complementary  and  indivisible  measures. 

(а)  At  UNCTAD  II  there  should  be  negotia¬ 
tions  which  should  lead  to  the  conclusion  of 
an  agreement  on  a  general  system  of  tariff 
preferences  on  a  non-discriminatory  and  non¬ 
reciprocal  basis.  The  agreement  should  provide 
for  unrestricted  and  duty-free  access  to  the 
markets  of  all  the  developed  countries  for  all 
manufactures  and  semi-manufactures  from  all 
developing  countries; 

(б)  Without  prejudice  to  the  general  provi¬ 
sions  contained  in  paragraph  (a)  above,  the 
escape  clause  actions  as  envisaged  below  may 
be  taken ;  in  particular  special  treatment  may  be 
granted  by  developed  countries  to  the  less  de¬ 
veloped  among  the  developing  countries; 

(c)  The  manufactures  and  semi-manufactures 
covered  by  the  preferential  system  should  in¬ 
clude  all  processed  and  semi-processed  primary 
products  of  all  developing  countries; 

( d )  All  developed  countries  should  grant 
such  preferences  to  all  developing  countries; 

(e)  The  form  of  the  escape  clause  action,  the 
objective  criteria  which  should  govern  the  ap¬ 
plication  of  escape  clause  action  by  developed 
countries  and  the  procedures  that  should  be 
followed  in  such  cases  must  be  agreed  upon 
internationally.  Such  action  must  however  be 
temporary  in  nature  and  be  subject  to  interna¬ 
tional  consultation,  approval  and  review; 

(/)  The  preferential  system  must  be  conceived 
in  such  a  way  as  to  make  it  possible  for  the  least 
advanced  among  the  developing  countries  to 
share  in  its  benefits.  Accordingly  any  time 
limits  of  the  system  should  be  flexible  so  that 
countries  at  present  in  very  incipient  stages  of 
developing  will  also  be  able  to  reap  its  advan¬ 
tages.  Escape  clause  actions  limiting  or  excluding 
particular  exports  should  not  apply  to  the  less 
competitive  products  from  less  advanced  coun¬ 
tries.  Specific  commitments  should  be  taken  for 
technical  and  financial  assistance  in  the  establish¬ 
ment  of  export  oriented  industries  in  least  ad¬ 
vanced  countries,  with  a  view  to  markets  both 
in  the  developed  world  and  in  other  developing 
countries ; 

(g)  The  new  system  of  general  preferences 
should  ensure  at  least  equivalent  advantages  to 


developing  countries  enjoying  preferences  in 
certain  developed  countries  to  enable  them  to 
suspend  their  existing  preferences  on  manufac¬ 
tures  and  semi-manufactures.  From  the  begin- 
ing,  provisions  should  be  incorporated  in  the 
system  of  general  preferences,  for  the  developed 
countries  to  redress  any  adverse  situation  which 
may  arise  for  these  developing  countries  as  a 
consequence  of  the  institution  of  the  general 
system  of  preferences; 

( h )  In  order  to  achieve  the  objective  of  the 
general  preferential  system  the  arrangement 
should  last  long  enough  to  enable  all  developing 
countries  to  benefit  from  it.  Initially  the  arrange¬ 
ment  should  last  for  twenty  years  and  should 
be  reviewed  towards  the  end  of  this  initial 
period.  In  any  event  the  preferential  treatment 
should  not  thereafter  be  abruptly  terminated; 

(i)  In  order  that  the  general  system  of  prefer¬ 
ences  makes  adequate  contribution  to  the  bal¬ 
ance  of  payments  of  the  developing  countries, 
the  developed  countries  should  not  reduce  their 
aid  to  them  or  nullify  or  impair  the  benefits  of 
preferences  through  other  measures; 

(/’)  Suitable  machinery  within  UNCTAD 
should  be  established  to  supervise  and  ensure 
the  effective  implementation  of  a  general  system 
of  preferences  in  accordance  with  the  foregoing 
paragraphs. 

2.  Liberalization  of  trade  in  manufactures 

AND  SEMI-MANUFACTURES 

(a)  The  developed  countries  should  imple¬ 
ment  immediately,  without  phasing,  in  favour 
of  all  developing  countries,  concessions  agreed 
on  during  the  Kennedy  Round  of  trade  nego¬ 
tiations,  on  products  of  export  interest  to  the 
latter  countries; 

( b )  The  developed  countries  should  state  at 
UNCTAD  II  that  all  concessions  agreed  on  dur¬ 
ing  the  Kennedy  Round  of  trade  negotiations  on 
products  of  export  interest  to  developing  coun¬ 
tries  would  be  extended  at  the  time  of  implemen¬ 
tation  to  all  developing  countries  whether  or  not 
members  of  the  GATT,  without  reciprocity; 

(c)  At  UNCTAD  II  both  developed  and  de¬ 
veloping  countries  should  on  the  basis  of  the 
evaluation  of  the  Kennedy  Round  being  pre¬ 
pared  by  the  UNCTAD  and  GATT  secretariats 
and  those  prepared  by  governments  themselves 
identify  all  outstanding  issues  for  further  nego¬ 
tiations.  The  principles  of  the  most-favoured¬ 
nation  treatment  and  reciprocity  should  in  no 
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way  be  introduced  in  these  negotiations.  In 
these  negotiations  all  developing  countries  should 
be  allowed  to  participate  if  they  so  desire; 

(d)  The  developed  countries  should  imple¬ 
ment  the  agreements  reached  at  UNCTAD  I  on 
liberalization  for  manufactures  and  semi-manu¬ 
factures  of  export  interest  to  the  developing 
countries,  particularly  as  regards  the  principle 
of  the  standstill; 

( e )  The  developed  countries  should  establish 
at  UNCTAD  II  a  concrete  programme  for  the 
removal  of  quantitative  restrictions  at  an  early 
date,  particularly  those  which  are  applied  by 
them  inconsistently  with  their  international  obli¬ 
gations,  and  also  give  an  undertaking  not  to 
renew  existing  restrictions  or  impose  new  quan¬ 
titative  restrictions,  nor  adopt  any  other  meas¬ 
ures  having  equivalent  effects  on  products  of 
export  interest  to  developing  countries; 

(/)  Developed  countries  should  supply  all 
relevant  information  to  the  UNCTAD  secretariat 
in  respect  of  non-tariff  barriers  other  than  quan¬ 
titative  restrictions  applied  in  the  markets  of 
the  developed  countries  for  examination  at 
UNCTAD  II; 

(g)  Objective  criteria  should  be  established 
for  the  application  of  restrictions  to  trade  in 
products  from  developing  countries  under  escape 
clauses  relating  to  “market  disruption”  and 
other  “special  circumstances”  applied  by  de¬ 
veloped  countries,  so  that  such  situations  may 
be  defined,  provisions  may  be  laid  down  speci¬ 
fying  what  measures  restrictive  of  trade  can 
legitimately  be  applied  when  such  a  situation 
is  found  to  exist,  and  compensation  may  be  fixed 
which  corresponds  to  the  loss  or  damage  suffered 
by  the  developing  countries.  Multilateral  con¬ 
sultative  and  supervisory  machinery  should  be 
set  up  for  that  purpose.  The  developed  countries 
should  undertake  measures  for  anticipatory 
structural  readjustments  and  other  measures  for 
bringing  about  such  changes  in  their  production 
patterns  as  to  eliminate  the  possibility  of  resort¬ 
ing  to  restrictive  trade  policies  or  escape  clause 
actions  on  ground  of  market  disruption  in  rela¬ 
tion  to  products  of  export  interest  to  developing 
countries  in  order  to  establish  a  new  interna¬ 
tional  division  of  labour  that  would  be  more 
equitable.  The  developed  countries  should  not 
promote  the  development  in  their  territories  of 
industries  of  particular  interest  to  the  developing 
countries.  In  those  cases  where  developed  coun¬ 
tries  have  invoked  escape  clauses  on  grounds 
of  market  disruption,  they  should  make  the 
appropriate  domestic  structural  adjustments; 


( h )  The  developed  countries  should  take  ap¬ 
propriate  action  to  carry  out  readjustments  in 
the  tariff  nomenclatures  of  their  countries  so 
as  to  facilitate  the  granting  of  duty-free  entry 
on  products  exported  by  and  large  by  devel¬ 
oping  countries; 

(i)  The  machinery  which  would  be  estab¬ 
lished  to  supervise  the  effective  implementation 
of  a  general  system  of  preferences  should  also 
supervise  the  programme  for  the  elimination  of 
tariff  and  non-tariff  barriers,  and  the  application 
of  escape  clauses,  in  particular  any  such  barriers 
which  prejudice  or  nullify  the  scheme  of  general 
preferences. 

3.  Trade  witi-i  socialist  countries 

The  socialist  countries  should  grant  conces¬ 
sions  to  the  developing  countries  whose  advan¬ 
tages  are  at  least  equivalent  to  the  effects  of 
preferences  which  would  be  granted  by  the  de¬ 
veloped  countries  with  market  economies. 

The  socialist  countries  should: 

(a)  Adopt  and  implement  measures  designed 
to  increase  the  rate  of  growth  of  the  imports 
of  manufactures  and  semi-manufactures  from 
developing  countries,  and  to  diversify  such  im¬ 
ports  in  consonance  with  the  latter’s  trade  and 
development  requirements ; 

( b )  Undertake  to  contribute  to  the  main¬ 
tenance  of  remunerative  and  stable  prices  for 
the  exports  of  developing  countries  by  the  in¬ 
clusion  of  suitable  provisions  in  their  trade 
agreements  with  these  countries; 

(c)  In  drawing  up  their  national  and  regional 
development  plans  take  due  account  of  the  pro¬ 
duction  and  export  potential  in  developing 
countries; 

( d )  Abolish  customs  duties  and  other  trade 
restrictions  on  goods  imported  from  and  origi¬ 
nating  in  developing  countries; 

(e)  Eliminate  the  margin  between  the  import 
price  and  the  domestic  selling  price  of  the  goods 
imported  from  developing  countries; 

(/)  Refrain  from  re-exporting  the  goods  pur¬ 
chased  from  developing  countries,  unless  it  is 
with  the  consent  of  the  developing  countries 
concerned; 

(g)  Encourage  conclusion  of  industrial  branch 
agreements  for  the  supply  of  plant  and  equip¬ 
ment  on  credit  to  the  developing  countries,  ac¬ 
cepting  repayment  of  such  credits  in  particular 
with  the  goods  manufactured  by  such  plant  in 
the  developing  countries  concerned; 

(h)  Multilateralize,  to  the  extent  possible, 
among  the  socialist  countries  of  Eastern  Europe, 
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payments  arrangements  with  developing  coun¬ 
tries  to  facilitate  increase  of  imports  from  the 
latter; 

(i)  Grant  preferential  access  conditions  for 
products  originating  from  developing  countries. 
These  conditions  should  include  the  establish¬ 
ment,  in  their  international  purchasing  policies, 
of  margins  of  tolerance  in  favour  of  the  devel¬ 
oping  countries  with  regard  to  prices  and  de¬ 
livery  terms; 

(;)  Within  the  framework  of  UNCTAD  to  set 
up  permanent  consultative  machinery  through 
which  socialist  countries  and  developing  coun¬ 
tries  may  promote  mutual  trade  and  economic 
co-operation,  and  solve  the  problems  and  ob¬ 
stacles  which  may  arise. 

4.  Trade  promotion 

(a)  Diversification  of  production  of  manu¬ 
factures  and  semi-manufactures  of  developing 
countries  should  be  carried  out  within  the  frame¬ 
work  of  a  new  and  more  equitable  international 
division  of  labour  between  developing  and  de¬ 
veloped  countries; 

( b )  Developed  countries  should  abstain  from 
harming  the  interests  of  developing  countries 
by  fostering  production  of  commodities  pro¬ 
duced  principally  by  developing  countries,  and, 
in  that  regard,  they  should  encourage  the 
establishment  in  the  developing  countries  of 
export  industries  processing  primary  com¬ 
modities  produced  by  the  latter; 


(c)  Developed  countries  and  international 
agencies  should  channel  more,  and  more  effec¬ 
tive,  technical  and  financial  assistance  in  order 
to  improve  the  productivity  of  the  developing 
countries’  industries  and  their  competitiveness 
in  international  markets; 

( d )  International  co-operation  should  also  be 
secured  with  a  view  to  the  dissemination  of 
trade  information,  particularly  with  regard  to 
the  opportunities  offered  by  the  developed  coun¬ 
tries’  markets.  To  that  end,  the  developing  coun¬ 
tries  should  support  the  establishment  of  the 
joint  UNCTAD-GATT  trade  promotion  centre 
and  obtain  the  financial  and  technical  support 
of  the  developed  countries  for  its  operation. 
Also  a  close  and  continuing  co-operation  be¬ 
tween  UNIDO  and  UNCTAD  should  be  pro¬ 
moted,  on  the  general  understanding  that,  as 
stated  in  General  Assembly  resolution  2152 
(XXI),  “the  former  shall  be  competent  to  deal 
with  the  general  and  technical  problems  of  in¬ 
dustrialization,  including  the  establishment  and 
expansion  of  industries  in  developing  countries, 
and  the  latter  with  the  foreign  trade  aspects 
of  industrialization,  including  the  expansion  and 
diversification  of  exports  of  manufactures  and 
semi-manufactures  by  developing  countries”. 
Furthermore,  developing  countries  should  take 
into  consideration  the  possibility  of  the  estab¬ 
lishment  of  a  single  export  promotion  centre 
within  the  United  Nations  family  under  the  aus¬ 
pices  of  UNCTAD. 


C.  Development  financing 


1.  Flow  of  international  public  and 

PRIVATE  CAPITAL 

(a)  Each  developed  country  should  comply 
with  the  target  of  a  minimum  1  per  cent  of  its 
gross  national  product  for  net  financial  flows, 
in  terms  of  actual  disbursements,  by  the  end 
of  the  Development  Decade.  A  separate  mini¬ 
mum  target,  within  this  goal,  and  progressively 
increasing,  should  be  established  for  the  official 
component  of  aid  flows,  net  of  amortization  and 
interest  payments; 

( b )  Any  gaps  remaining  in  the  1  per  cent 
transfer  each  year  should  be  made  good  by  addi¬ 
tional  government  transfers; 

(c)  Resources  of  the  International  Develop¬ 
ment  Association  (IDA)  should  be  immediately 
replenished  and  augmented; 

( d )  Developed  countries  and  financial  insti¬ 
tutions  should  extend  and  intensify  their  support 
to  regional  development  banks; 


(e)  The  International  Bank  for  Reconstruc¬ 
tion  and  Development  (IBRD)  should  be  made 
a  Development  Bank  for  developing  countries 
exclusively.  Total  repayment  of  current  loans 
by  developed  countries  in  advance  of  maturity 
should  be  secured.  Such  released  funds  should 
be  used  to  augment  resources  of  IBRD  and  IDA 
to  finance  development  of  developing  countries; 

(/)  There  should  be  no  discrimination  by 
international  lending  institutions  against  the 
public  sector,  in  particular  in  industry; 

(g)  Special  consideration  should  be  given  to 
developing  countries  which  have  not  so  far 
received  adequate  international  aid; 

( h )  Private  investments  should  be  of  per¬ 
manent  benefit  to  the  host  developing  country. 
Subject  to  nationally-defined  priorities  and 
within  the  framework  of  national  development 
plans,  private  investments  may  be  encouraged 
by  incentives  and  guarantees; 
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( i )  No  developed  countries  should  decrease 
the  existing  level  of  their  aid  to  developing 
countries,  especially  those  forms  of  aid  granted 
through  negotiations. 

2.  Terms  and  conditions  of  development 

FINANCE 

(а)  By  1968,  the  norms  of  lending  laid  down 
by  General  Assembly  resolution  2170  (XXI) 
and  the  Development  Assistance  Committee  of 
OECD  should  be  reached; 

(б)  Beyond  a  date  to  be  internationally 
agreed,  all  development  lending  should  be  on 
terms  currently  applied  by  IDA.  In  regard  to 
earlier  loans  or  loans  on  other  than  IDA  terms, 
the  interest  should  be  subsidized  by  govern¬ 
ments  of  developed  countries; 

(c)  Pending  the  general  adoption  of  IDA 
terms,  there  should  be  a  considerable  lowering 
of  interest  rates  and  a  considerable  increase  in 
maturities  and  grace  periods; 

( d )  A  multilateral  interest  equalization  fund 
should  be  created  to  cover  the  interest  margin 
between  loans  obtained  on  international  capital 
markets  and  concessional  development  loans; 

( e )  Development  finance  should  be  rapidly 
and  progressively  untied,  with  a  view  to  reach¬ 
ing  the  goal  of  total  untying  by  a  specific  date; 
excess  costs  incurred  through  tying  should  be 
subsidized  by  creditor  countries;  procurement 
in  developing  countries  should  be  freely  per¬ 
missible,  especially  within  the  same  region; 

(/)  External  finance  should  be  made  avail¬ 
able  both  for  programmes  and  for  projects  and 
should  include  local  costs  where  necessary; 

(g)  Development  finance  commitments  should 
be  on  a  continuing  basis  to  cover  plan  pro¬ 
grammes  over  a  period  of  years; 

( h )  Appropriate  steps  should  be  taken  to 
improve  the  administration  of  development 
finance; 

(i)  An  intergovernmental  group  with  equit¬ 
able  representation  of  developed  and  developing 
countries  should  be  established  to  deal  with 
all  aspects  of  commercial  credits,  including 
suppliers’  credits. 

3.  Problems  of  external  indebtedness 

Suitable  measures  should  be  adopted  for 
alleviating  the  debt-servicing  burdens  of  de¬ 
veloping  countries  by  consolidation  of  their 
external  debts  into  long-term  obligations  on 
low  rates  of  interest.  In  case  of  imminent  dif¬ 
ficulties,  speedy  arrangements  should  be  made 


for  refinancing  and  re-scheduling  of  loans  on 
“soft”  terms  and  conditions. 

4.  Mobilization  of  financial  resources 

Developing  countries  recognize  that  they 
should,  to  the  fullest  extent  possible  consistent 
with  smooth  economic  growth  and  social  sta¬ 
bility,  continue  to  mobilize  their  domestic  re¬ 
sources  for  financing  their  development  process. 
They  recall,  however,  that  the  utilization  of 
these  resources  cannot  be  fully  effective  without 
the  necessary  external  assistance. 

5.  Supplementary  financing 

UNCTAD  II  should  negotiate  an  agreement 
for  early  implementation  of  a  scheme  of  sup¬ 
plementary  financing  on  the  basis  of  a  con¬ 
sensus  to  be  reached  after  considering  the  report 
of  the  Intergovernmental  Group  on  Supplemen¬ 
tary  Financing  on  the  World  Bank  study. 

In  no  case  should  the  scheme  involve  internal 
policy  commitments  which  prejudice  the  sover¬ 
eignty  of  any  member  country  as  defined  by  that 
country,  the  means  for  achieving  this  objective 
to  be  further  discussed  at  the  forthcoming 
meeting  of  the  Inter-Governmental  Group  on 
Supplementary  Financing  and  negotiated  at 
UNCTAD  II.  These  discussions  and  negotiations 
should  take  account,  inter  alia,  of  the  positions 
expressed  in  the  regional  declarations  of  the 
developing  countries. 

6.  Compensatory  Financing  Facility 

The  developing  countries  ask  that: 

(а)  Drawings  on  the  International  Monetary 
Fund  under  the  Compensatory  Financing  Fa¬ 
cility  should  be  immediately  available  up  to 
50  per  cent  of  the  countries’  quotas  in  the 
Fund,  and  that  such  drawings  are  not  subject 
to  any  conditions; 

(б)  The  formula  for  calculating  shortfalls 
be  modified,  taking  as  the  basis  the  exports  of 
each  of  the  countries  concerned  either  during 
three  normal  years  or  more,  preceding  the 
payment  of  compensation; 

(c)  Due  consideration  should  be  given  to 
refinancing  debts  incurred  by  developing  coun¬ 
tries  during  periods  of  persistent  shortfalls  in 
their  export  earnings,  including  a  revision  of 
current  repurchase  time  limits. 

7.  International  monetary  issues 

(a)  Developing  countries  should  participate 
from  the  outset  in  all  discussions  on  interna- 


122 


tional  monetary  reform  and  in  the  operation 
of  the  new  arrangements  for  Special  Drawing 
Rights  in  the  International  Monetary  Fund; 

(6)  A  link  between  development  finance  and 
additional  liquidity  should  be  forged  as  urged 
by  the  developing  countries; 


(c)  The  developing  countries  are  intimately 
concerned  with  the  policies  of  international 
financial  organizations  relating  to  use  of  their 
resources,  voting  power  and  the  improvement 
of  machinery  for  balance-of-payments  adjust¬ 
ments. 


D.  Invisibles,  including  shipping 


Developing  countries  reaffirm  the  competence 
of  UNCTAD  in  shipping  matters. 

1.  International  shipping  legislation 

(a)  Developing  countries  ask  that  UNCTAD 
II  should  include  “international  shipping  legis¬ 
lation”  in  the  work  programme  of  the  Commit¬ 
tee  on  Shipping  which  should  use  such  technical 
and  export  advice  as  may  be  necessary; 

( b )  In  accordance  with  the  obligations  under¬ 
taken  by  the  international  community,  all  de¬ 
veloped  countries  should  give  full  co-operation 
to  the  UNCTAD  secretariat  by  providing  com¬ 
plete  information  for  studies  being  carried  out 
by  it  in  the  field  of  shipping  including  freight 
rates,  conference  practices,  adequacy  of  ship¬ 
ping  services,  etc.; 

(c)  These  studies  should  take  into  account 
the  implications  of  technical  advances  in  ship¬ 
ping  in  respect  of  the  organization  and  struc¬ 
ture  of  conferences,  cost  levels,  rate  structure 
and  techniques  of  port  organization  and  opera¬ 
tions  as  well  as  tbe  implications  of  technical 
advances  for  the  expansion  of  merchant  marines 
of  developing  countries. 

2.  Freight  rates  and  conference  practices 

(a)  Immediate  steps  are  needed  at  UNCTAD 
II  to  provide  a  basis  for  future  action  on 
freight  rates  which  are  not  only  continuing  to 
rise  but  are  still  discriminatory  and  restrictive 
vis-a-vis  the  developing  countries; 

( b )  Developed  countries  should  press  freight 
conferences  and  shipowners  to  abolish  the  wide¬ 
spread  practice  of  fixing  special  high  freight 
rates  for  the  transport  of  non-traditional  pro¬ 
ducts  of  the  developing  countries  and  to  lower 
freight  rates  applied  to  traditional  exports  of 
the  developing  countries; 

(c)  Developing  countries  ask  UNCTAD  II 
to  adopt  the  following  principles: 

(i)  The  right  of  developing  countries  to 

take  part  in  any  freight  conference  affecting 

their  maritime  traffic  on  an  equal  footing 

with  the  shipowners  of  developed  countries; 


(ii)  Freight  conferences  to  have  represen¬ 
tation  in  developing  countries; 

(iii)  Publication  of  information,  including 
advance  publication  of  any  proposed  changes 
on  freight  rates  and  other  cargo  arrange¬ 
ments  by  freight  conferences  affecting  the 
foreign  trade  of  developing  countries; 

( d )  Developing  countries  should  intensify 
their  co-operation  amongst  themselves,  inter  alia 
on  a  regional  basis,  to  secure  maximum  benefits 
and  better  bargaining  positions  in  the  field  of 
shipping,  in  particular  regarding  freight  rates. 

3.  Expansion  of  merchant  marines 

(а)  Developing  countries  affirm  their  un¬ 
questionable  right  to  establish  and  to  expand 
their  merchant  marines  in  the  context  of  rising 
freight  rates  and  the  prospects  of  their  foreign 
trade; 

(б)  Developed  countries  and  international 
agencies  should  extend  financial  and  technical 
assistance  to  developing  countries  for  the  estab¬ 
lishment  and  expansion  of  national  and  regional 
merchant  marines  and  related  facilities.  Such 
assistance  should  include  the  training  of  per¬ 
sonnel  in  the  economic,  managerial,  technical 
and  other  aspects  of  shipping.  Financing  arrange¬ 
ments  should  be  in  favour  of  national  enter¬ 
prises; 

(c)  All  countries  should  recognize  the  right 
of  developing  countries  to  assist  their  merchant 
marines,  including  the  right  to  reserve  a  fair 
share  of  the  cargo  transported  to  and  from 
those  countries; 

( d )  The  regulations  enacted  by  developing 
countries  with  a  view  to  achieving  the  objectives 
aforementioned  should  not  be  considered  justifi¬ 
cation  for  the  adoption  of  retaliatory  or  other 
measures  by  the  developed  countries  and  their 
shipping  conferences  which  may  have  the  effect 
of  rendering  ineffective  the  measures  taken  by 
the  developing  countries; 

(e)  Developing  countries  should  be  enabled 
to  make  the  maximum  use  of  their  shipbuilding 
industries  and  expand  them. 
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4.  Consultation  machinery 

(a)  Specific  action  should  be  taken  by 
UNCTAD  in  collaboration  with  UNDP  and  the 
regional  economic  commissions  to  give  effect 
to  the  resolution  of  the  Committee  on  Shipping 
on  the  establishment  of  national  and  regional 
consultation  machinery  in  various  parts  of  the 
world  in  accordance  with  the  provision  adopted; 

( b )  Financial  and  technical  assistance  should 
be  given  to  developing  countries  for  the  estab¬ 
lishment  of  such  machinery  where  necessary. 

5.  Port  improvements 

(a)  Practical  measures  should  be  devised  at 
UNCTAD  II  for  financing  and  giving  technical 
assistance  to  developing  countries  for  port 
development  and  allied  works  and  programmes 
relating  to  port  operation,  taking  into  account 
technical  advances  in  shipping; 

(b)  Measures  should  be  devised  at  UNCTAD 
II  for  ensuring  that  savings  achieved  by  the 
improvement  of  port  facilities  in  shipping 
operations  are  utilized  to  the  advantage  of 
developing  countries  through  reduction  of 
freight  rates  in  respect  of  the  port  achieving 
such  improvement. 


6.  Insurance  and  re-insurance 

(a)  Developed  countries  should  reduce  the 
cost  of  re-insurance  to  developing  countries; 

( b )  A  substantial  part  of  the  technical 
reserves  of  the  insurance  and  re-insurance  com¬ 
panies  should  be  retained  in  the  countries  where 
premium  incomes  arise  for  re-investment  in 
those  countries ; 

(c)  Developing  countries  should  be  tech¬ 
nically  and  financially  assisted  in  building  up 
their  own  insurance  and  re-insurance  facilities. 

7.  Tourism 

(а)  Developed  countries  and  financing  insti¬ 
tutions  should  extend  credits  on  easy  terms  to 
developing  countries  for  promoting  tourism; 

(б)  Developed  countries  and  international 
credit  institutions  should  make  investments  in 
infrastructure  in  tourism  in  developing  coun¬ 
tries; 

(c)  Passenger  fares  to  developing  countries 
should  be  concessional  and  attractive  and  other 
facilities  should  be  provided  in  order  to  en¬ 
courage  tourist  traffic. 


E.  General  trade  policy  issues 


1.  Principles  governing  international  trade 

RELATIONS  AND  TRADE  POLICIES  CONDUCIVE 
TO  DEVELOPMENT 

(a)  UNCTAD  II  should  review  the  imple¬ 
mentation  of  the  principles  governing  interna¬ 
tional  trade  relations  and  trade  policies  con¬ 
ducive  to  development; 

(b)  In  compliance  with  recommendations 
A.I.l  and  A.I.3  of  the  Final  Act  of  UNCTAD 
I  which  leave  open  the  completion  of  these 
principles,  UNCTAD  II  may  elaborate  new 
principles.  However,  principles  already  adopted 
would  not  be  subject  to  re-examination. 

2.  Trade  relations  among  countries  having 

DIFFERENT  ECONOMIC  AND  SOCIAL  SYSTEMS 

(a)  The  expansion  of  trade  between  developed 
socialist  countries  of  Eastern  Europe  and  de¬ 
veloped  market  economy  countries  should  not 
unfavourably  affect  the  trading  possibilities  of 
developing  countries  but  on  the  contrary  should 
lead  to  a  rising  trade  between  them  and  the 
latter.  In  pursuance  of  this  objective  the  socialist 
countries  should  provide  in  their  economic 


development  plans  and  trade  policies  measures 
for  accelerated  increase  of  their  imports  of 
primary  commodities  and  manufactures  and 
semi-manufactures  originating  from  developing 
countries; 

( b )  Socialist  countries  should  also  reaffirm 
the  assurances  given  by  them  in  UNCTAD  I 
that  they  will  refrain  from  re-exporting  the 
goods  purchased  from  the  developing  countries 
unless  it  is  with  the  consent  of  the  developing 
countries  concerned; 

(c)  Socialist  countries  should  adopt  the 
necessary  measures  to  reduce  the  gap  between 
import  and  sales  prices  of  products  originating 
from  developing  countries  in  order  to  promote 
the  consumption  of  these  commodities;  the 
establishment  in  the  import  policies  and  trade 
programmes  of  the  socialist  countries  of  margins 
of  tolerance  with  regard  to  prices,  delivery 
dates  and  other  conditions  relating  to  exports 
from  developing  countries  would  greatly  con¬ 
tribute  to  the  increase  of  trade  between  these 
countries  and  the  socialist  countries; 

(d)  Credit  extended  by  socialist  countries 
for  financing  public  and  private  projects  in 
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developing  countries  should  be  adapted  to  the 
particular  conditions  of  the  countries  con¬ 
cerned;  and  where  possible  provisions  should 
be  made  for  repayment  by  the  export  of  the 
products  of  those  or  other  projects; 

(e)  In  case  of  contracts,  concluded  between 
the  enterprises  in  the  developing  countries 
and  the  relevant  agencies  in  the  socialist  coun¬ 
tries,  due  attention  should  be  given  to  the 
periods  covered  by  those  contracts  in  order 
to  enable  the  enterprises  to  plan  and  execute 
with  greater  efficiency  their  investment,  pro¬ 
duction  and  delivery  programmes. 

3.  Impact  of  regional  economic  groupings 

(a)  Regional  economic  groupings  of  de¬ 
veloped  countries  should  avoid  discriminating 
against  the  exports  of  developing  countries  of 
manufactures,  semi-manufactures  and  of  pri¬ 
mary  products,  particularly  temperate  and 
tropical  agricultural  commodities; 

(b)  The  expansion  of  these  groupings  should 
not  increase  the  incidence  of  any  discrimination; 

(c)  Regional  economic  groupings  of  de¬ 
veloped  countries  should  take  measures  with  a 
view  to  ensuring  freer  access  of  the  exports  of 
developing  countries. 

4.  International  division  of  labour 

A  new  and  dynamic  international  division  of 
labour  should  be  applied  whereby  developed 
countries  avoid  taking  protective  measures  af¬ 
fecting  agricultural  exports  of  developing  coun¬ 
tries  in  fields  in  which  they  are  more  efficient 
and  duplicating  investments  already  made  or 
about  to  be  made  by  developing  countries  in 
industry.  Conditions  should  be  created  for  in¬ 
dustrialization  in  developing  countries  to  make 
the  fullest  use  of  their  available  resources.  The 
diversification  of  production  of  developing 
countries  should  also  be  carried  out  within  a 
framework  of  a  division  of  labour  that  would 
enable  the  greatest  flow  of  trade  on  the  one 
hand  among  developing  countries  and  on  the 
other  hand  between  these  countries  and  others. 

5.  The  world  food  problem 

It  was  agreed  that,  in  the  light  of  the  fact 
that  the  item  had  only  recently  been  introduced, 


consultations  would  be  pursued  within  the 
Group  of  77  with  a  view  to  adopting  a  common 
position  on  the  world  food  problem  for 
UNCTAD  II. 

6.  Special  problems  of  the  land-locked 

COUNTRIES 

A  group  of  experts  should  be  established  in 
order  to  carry  out  a  comprehensive  examination 
of  the  special  problems  involved  in  the  pro¬ 
motion  of  trade  and  economic  development 
of  the  land-locked  developing  countries,  with 
special  reference  to  the  high  costs  involved  in 
the  execution  of  their  development  programmes 
and  trade  expansion  programmes.  In  the  light 
of  this  examination  adequate  financial  and 
technical  assistance  should  be  extended  by  in¬ 
ternational  financial  institutions  to  minimize 
the  cost  of  the  factors  involved.  The  interna¬ 
tional  financing  agencies  should  also  give 
priority  to  such  technical  and  financial  as¬ 
sistance  programmes  as  the  land-locked  de¬ 
veloping  countries  may  propose  in  connexion 
with  the  special  problems  of  their  trade  and 
development  and,  in  particular,  with  the  de¬ 
velopment  and  improvement  of  their  transport 
infrastructure. 

7.  Transfer  of  technology,  including 
KNOW-HOW  AND  PATENTS 

(a)  The  developed  countries  should  encourage 
the  transfer  of  knowledge  and  technology  to 
developing  countries  by  permitting  the  use  of 
industrial  patents  on  the  best  possible  terms 
which  will  enable  products  manufactured  in 
developing  countries  to  compete  effectively  in 
world  markets; 

( b )  They  should  also  promote  the  elimina¬ 
tion  of  restrictive  practices,  relating  to  market 
distribution  and  price-fixing,  which  are  imposed 
by  enterprises  in  developed  countries  in  grant¬ 
ing  licenses  for  the  use  of  patents  and  trade¬ 
marks  in  developing  countries; 

(c)  The  developed  countries  should  provide 
guidance  to  their  industrial  entrepreneurs  re¬ 
garding  investment  opportunities  in  the  export 
industries  of  the  developing  countries  and 
familiarize  them  with  legal,  political,  economic 
and  other  relevant  information  on  the  situation 
in  the  developing  countries. 
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F.  Trade  expansion  and  economic  integration  among  developing  countries 


(a)  The  developing  countries  reaffirm  that 
trade  expansion  and  economic  co-operation 
among  themselves  is  an  important  element  of 
a  global  strategy  for  development,  and  they 
are  therefore  determined  to  make  their  own 
contribution  toward  the  fulfilment  of  the  objec¬ 
tives  of  UNCTAD  II  by  stepping  up  their 
efforts  in  this  respect.  Such  action  can  in  no 
way  be  regarded  as  a  substitute  for  larger  and 
more  remunerative  exports  to  developed  coun¬ 
tries  or  for  a  greater  contribution  by  the 
latter  countries.  However,  trade  expansion  and 
economic  integration  among  developing  coun¬ 
tries  raises  special  problems  and  difficulties  as 
compared  with  similar  processes  among  de¬ 
veloped  countries.  Action  with  regard  to  trade 
barriers  will  therefore  not  be  enough,  but  must 
be  combined  with  suitable  measures  in  other 
fields,  in  particular  investment  matters  and 
payments.  In  this  connexion,  the  availability  of 
appropriate  external  financing  and  technical 
assistance  would  be  an  important  contribution 
for  enabling  developing  countries  to  achieve 
more  rapid  progress  in  trade  expansion  and 
integration  efforts.  This  international  support 
should  however  be  granted  in  a  manner  that 
would  fully  respect  the  determination  of  de¬ 
veloping  countries  to  follow  their  own  methods 
of  approach  when  expanding  trade  and  ad¬ 
vancing  towards  integration  among  themselves; 

( b )  The  developing  countries  will  inform 
UNCTAD  II  of  the  efforts  they  are  making  or 
planning  to  make,  in  order  to  increase  their 
trade  and  strengthen  their  economic  co-opera¬ 
tion,  particularly  in  the  field  of  inter-regional, 
regional  and  sub-regional  co-operation; 

(c)  Since  the  joint  efforts  of  the  developing 
countries  cannot  be  fully  successful  without 
financial  and  technical  aid  from  the  developed 
countries,  the  latter  should  at  the  same  time 
make  a  formal  declaration  of  support  for  the 
developing  countries’  efforts  at  co-operation  and 
integration,  specifying  the  nature  and  the 
volume  of  financial  assistance  they  are  prepared 
to  render  to  those  efforts; 

(d)  At  UNCTAD  II  a  special  working  group 
should  be  set  up  to  study  the  practical  problem 
related  to: 

(i)  Trade  expansion,  economic  co-opera¬ 
tion  and  integration  among  the  developing 
countries,  including  consideration  of  the 
special  problems  of  the  least  developed  coun¬ 
tries; 


(ii)  The  establishment  or  improvement  of 
multilateral  payments  systems  between  de¬ 
veloping  countries; 

(iii)  The  practical  measures  for  the  im¬ 
plementation  of  an  international  policy  which 
would  support  these  joint  efforts  with  par¬ 
ticular  reference  to  financial  and  technical 
assistance. 

Regional  or  sub-regional  groups  of  develop¬ 
ing  countries  should  be  invited  to  participate 
in  the  working  group. 

( e )  UNCTAD  II  should  establish  a  per¬ 
manent  Committee  whose  task  would  be  to  study 
all  questions  relating  to  trade  expansion  and 
economic  integration  among  developing  coun¬ 
tries,  with  particular  reference  to  ways  and 
means  of  enabling  the  developing  countries 
participating  in  such  groupings  to  derive  equi¬ 
table  benefits  therefrom.  This  Committee  should, 
in  particular,  undertake  the  following  activities: 

(i)  The  study,  centralization  and  dissemi¬ 
nation  of  information  and  data  on  the  ex¬ 
perience  acquired  by  developing  countries 
in  dealing  with  specific  problems  of  sub¬ 
regional,  regional  or  inter-regional  co-opera¬ 
tion  and  integration,  and  the  organization  of 
symposia  on  such  problems  for  national  and 
regional  officials; 

(ii)  Studies  relating  to  the  possibility  of 
establishing  export  and  import  groupings  by 
commodity,  or  by  groups  of  commodities, 
among  developing  countries; 

(iii)  Studies  for  the  improvement  of  the 
infrastructure  of  transport  and  communica¬ 
tions  among  developing  countries; 

(iv)  Studies  of  the  possibility  of  establishing 
national  and  regional  information  and  trade 
promotion  centres  in  developing  countries; 

(/)  Consideration  should  be  given  to  the 
establishment  under  the  auspices  of  UNCTAD, 
and  of  other  specialized  agencies,  of  a  special 
centre  to  train  experts,  particularly  from  de¬ 
veloping  countries,  in  the  field  of  economic 
co-operation  and  integration  among  developing 
countries; 

(g)  The  international  information  and  trade 
promotion  centre  which  is  being  established 
under  the  sponsorship  of  UNCTAD  and  GATT 
should  give  due  importance  to  the  question  of 
promoting  exports  among  developing  countries. 
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G.  Special  measures  to  be  taken  in  favour  of  the  least  developed  among 

THE  DEVELOPING  COUNTRIES 


Owing  to  the  varying  stages  of  economic 
development  existing  among  the  developing  coun¬ 
tries  and  to  the  varying  factors  responsible  for 
their  development,  the  trade  and  financial  policy 
measures  required  to  accelerate  the  pace  of 
economic  development  would  differ  from  one 
developing  country  to  another.  It  is  therefore 
essential  to  devise  a  global  strategy  of  con¬ 
vergent  measures  in  order  to  enable  the  least 
developed  among  the  developing  countries  to 
derive  equitable  benefits  so  that  all  the  de¬ 
veloping  countries  would  gain  comparable 
results  from  international  economic  co-opera¬ 
tion  of  member  countries  of  UNCTAD,  par¬ 
ticularly  that  with  the  developed  countries. 

The  individual  measures  recommended  by 
UNCTAD  I  and  those  that  would  be  recom¬ 
mended  by  UNCTAD  II  should  be  viewed  as 
components  of  an  integrated  policy  of  co¬ 
operation  for  achieving  the  over-all  objectives 
of  trade  and  expansion  and  accelerated  de¬ 
velopment.  All  these  measures  are  inter-related. 

While  the  appropriate  mix  of  the  convergent 
measures  required  for  the  least  developed 
countries  cannot  be  determined  at  this  stage, 
these  measures  may  be  devised  from  the  spheres 
of: 

(a)  Commodity  policy,  including  measures 
of  financial  and  technical  assistance  for  diver¬ 
sification  programmes; 

( b )  Preferences  in  trade  of  manufactures  and 
semi-manufactures ; 

(c)  Development  finance; 

( d )  Regional  economic  integration; 

(e)  Invisibles; 

(/)  Trade  promotion. 

With  regard  to  commodity  policy  the  fol¬ 
lowing  actions  should  be  recommended  to  be 
taken  by  UNCTAD  II: 

(1)  Special  consideration  of  the  need  of  the 
least  developed  countries  in  relaxing  tariff  and 


non-tariff  barriers  affecting  access  to  the  markets 
both  in  tropical  and  temperate  products; 

(2)  Temporary  refunds,  at  least  in  part,  of 
revenue  charges  and  duties  on  commodities 
of  particular  interest  to  least  developed  coun¬ 
tries. 

With  reference  to  manufactures  and  semi¬ 
manufactures,  the  recommendation  on  the  gen¬ 
eral  scheme  of  preferences  contained  in  this 
document  under  section  B  (Expansion  of  exports 
of  manufactures  and  semi-manufactures),  should 
be  taken  into  consideration  and  adopted.  This 
should  take  place  independently  of  the  prin¬ 
ciple  in  virtue  of  which  substantial  advantages 
may  be  granted  to  the  least  developed  among 
the  developing  countries  under  systems  of  re¬ 
gional  or  sub-regional  integration;  while  the 
latter,  where  appropriate,  attain  perfection  in 
the  matter  of  customs  duties. 

For  the  purpose  of  designing  special  measures 
for  the  least  developed  countries  it  does  not 
seem  to  be  desirable  or  convenient  to  attempt 
an  abstract  general  definition  of  such  countries 
nor,  at  this  stage,  an  a  priori  strict  listing  of 
such  countries  applicable  to  specific  measures 
considered.  Hence  this  could  be  better  under¬ 
taken,  in  due  course,  in  a  form  agreed  upon 
by  the  developing  countries. 

In  order  to  give  effect  to  the  provisions  of 
section  G,  the  Ministerial  Meeting  decides  to 
establish  a  working  group.  The  function  of 
the  working  group  shall  be  to  make  a  special 
study  of  the  arrangements  to  be  made  on  the 
matters  referred  to  in  the  third  paragraph  of 
this  section. 

Composition  of  the  working  group:  it  is 
agreed  that  each  regional  group  shall  be  re¬ 
presented  on  this  group  by  five  members. 

The  working  group  shall  meet  at  Geneva  on 
or  about  1  December  1967.  It  shall  submit  its 
report  to  the  countries  members  of  the  Group 
of  77  not  later  than  15  January  1968. 


PART  THREE 

A.  Future  activities  of  the  Group  of  77 


The  representatives  of  developing  countries 
of  the  Group  of  77  are  firmly  decided  to  main¬ 
tain  and  further  strengthen  the  unity  and 
solidarity  of  the  group  of  developing  countries. 
They  agree  to  maintain  continuous  consultations 


and  contacts  in  order  to  further  that  objec¬ 
tive. 

The  Group  of  77  should  meet  at  the  ministerial 
level  as  often  as  this  may  be  deemed  neces¬ 
sary,  and  in  any  case  always  prior  to  the 


127 


convening  of  sessions  of  the  United  Nations 
Conference  on  Trade  and  Development,  in 
order  to  harmonize  the  positions  of  developing 
countries  and  to  formulate  joint  programmes  of 
action  in  all  matters  related  to  trade  and 
development.  It  can  also  meet  at  any  other 
level,  as  required  by  the  needs  of  developing 
countries. 

In  all  matters  relating  to  the  preparation  for 
Ministerial  Meetings  of  developing  countries, 
and,  during  the  intervals  between  these  Minis¬ 
terial  Meetings,  and  for  the  formulation  of  joint 
positions  on  issues  within  the  purview  of 
UNCTAD,  the  competent  authority  of  the  Group 
of  77  is  the  Group  of  31  developing  countries. 
This  Group  of  31  is  composed  of  the  developing 
countries,  members  of  the  Trade  and  Develop¬ 
ment  Board,  and  should  normally  meet  con¬ 
currently  with  the  Trade  and  Development 


Board.  For  all  matters  related  to  their  specific 
fields  of  activities  the  developing  countries 
members  of  the  Committee  of  the  Board  are 
fully  competent. 

The  Co-ordinating  Committee  of  the  Group  of 
77  as  established  in  Geneva  in  October  1966, 
should  be  continued  until  the  New  Delhi  Con¬ 
ference  with  the  following  terms  of  reference: 

(a)  To  assist  in  making  appropriate  arrange¬ 
ments  for  visits  of  goodwill  missions; 

( b )  To  transmit  to  Member  Governments  of 
the  Group  of  77  the  reports  of  the  goodwill 
missions  received  from  the  President  of  the 
Ministerial  Meeting; 

(c)  To  undertake  any  other  work  that  may 
be  entrusted  to  it  by  the  Group  of  77  in  Geneva. 

Informal  co-ordinating  groups  of  the  77 
should  be  established  in  all  headquarters  of  the 
various  United  Nations  specialized  agencies. 


B.  Goodwill  missions 


The  representatives  of  developing  countries 
participating  in  the  Ministerial  Meeting  of  the 
Group  of  77  have  decided  to  send  high-level 
goodwill  missions  to  countries  belonging  to 
other  groupings  of  member  countries  of 
UNCTAD.  These  missions,  entrusted  with  the 
task  of  informing  and  persuading,  shall  acquaint 
the  respective  governments  of  the  countries  to 
be  visited  of  the  conclusions  of  the  Meeting 
so  as  to  contribute  to  the  creation  of  the  best 
possible  conditions  for  negotiations  on  the 
programme  of  action  of  UNCTAD  II. 

There  will  be  six  high-level  goodwill  mis¬ 
sions  to  visit  capitals  of  developed  and  socialist 
countries,  composed  of  a  least  one,  and  if  pos¬ 
sible,  two  special  envoys  accredited  by  Heads 
of  States  from  each  of  the  three  regional  groups 
within  the  Group  of  77.  Each  mission  will  be 
headed  by  one  of  its  members  so  as  to  ensure 
that  each  regional  group  provides  two  mission 
leaders. 

Necessary  steps  will  be  taken  immediately  to 
contact  the  respective  Governments  to  fix  suitable 


dates  for  the  visits  of  the  missions  in  such  a 
way  as  to  ensure  the  completion  of  all  visits 
before  the  end  of  November  of  1967. 

Each  mission  will  submit  its  report  to  the 
President  of  the  Ministerial  Meeting  who,  in  his 
turn,  in  co-operation  with  the  Co-ordinating 
Committee,  will  forward  these  reports  to  all 
the  developing  countries  members  of  the  Group 
of  77  as  soon  as  possible. 

The  President  of  the  Ministerial  Meeting  of 
the  Group  of  77  was  requested  to  present  the 
Charter  of  Algiers  to  the  General  Assembly 
of  the  United  Nations  and  to  the  Secretary- 
General  of  the  United  Nations.  The  President 
of  the  Ministerial  Meeting,  in  his  turn,  invited 
the  Rapporteur  General  of  the  Ministerial 
Meeting  and  the  Chairman  of  the  four  main 
Committees  of  the  Meeting  to  accompany  him 
on  this  mission.  He  also  invited  the  Vice- 
President  of  the  Ministerial  Meeting  to  accom¬ 
pany  him  if  their  duties  permit  them  to  do  so. 


128 


RECENT  ECLA  ACTIVITIES 


I 

Meeting  on  the  problems  of  regional  integration  of  the  economically  relatively  less 

developed  countries 

(Guatemala  City,  23-28  October  1967) 


In  compliance  with  resolution  254  (XI), 
adopted  at  its  eleventh  session,  ECLA  convened 
a  meeting  of  government  representatives  of  the 
relatively  less  developed  countries  to  evaluate 
the  findings  of  its  preliminary  study  entitled 
“The  economically  relatively  less  developed 
countries  and  Latin  American  integration”  (E/ 
CN.12/774  and  Add.1-2). 

The  meeting  was  attended  by  representatives 
of  Bolivia,  Costa  Rica,  the  Dominican  Republic, 
Ecuador,  El  Salvador,  Guatemala,  Honduras, 
Jamaica,  Nicaragua,  Panama,  Paraguay,  Trini¬ 
dad  and  Tobago,  Uruguay,  and  British  Hon¬ 
duras  (Belize)  in  its  capacity  as  an  associate 
member  of  the  Commission.  The  following  in¬ 
ternational  and  regional  organizations  also  sent 
representatives :  the  Permanent  Secretariat  of 
the  General  Treaty  on  Central  American  Eco¬ 
nomic  Integration,  the  Latin  American  Free- 
Trade  Association,  the  Organization  of  Ameri¬ 
can  States,  the  Inter-American  Committee  on 
the  Alliance  for  Progress,  the  Inter-American 
Development  Bank,  the  Institute  for  Latin  Ameri¬ 
can  Integration,  the  Food  and  Agriculture  Or¬ 
ganization  of  the  United  Nations,  the  Latin 
American  Institute  for  Economic  and  Social 
Planning,  the  International  Labour  Organisa¬ 
tion,  the  Inter-American  Institute  of  Agricultural 
Sciences  of  the  Organization  of  American  States, 
the  Organization  of  Central  American  States, 
the  Central  American  Bank  for  Economic  In¬ 
tegration,  the  Central  American  Research  Insti¬ 
tute  for  Industry,  the  Central  American  Institute 
of  Public  Administration  and  the  Central 
American  Monetary  Council. 

This  was  the  first  time  that  the  economically 
relatively  less  developed  Latin  American  coun¬ 
tries  had  met  to  exchange  views  and  discuss 
various  problems  relating  to  their  participation 
in  the  Latin  American  economic  integration 
movement. 

As  a  result  of  its  proceedings,  the  Meeting 
adopted  several  decisions  relating  to  bases  for 


co-ordinating  action  by  the  relatively  less  de¬ 
veloped  countries,  trade  policy,  sectoral  agree¬ 
ments,  establishment  and  development  of  an 
air  transport  and  shipping  network,  economic 
co-operation  between  the  countries  of  the  Carib¬ 
bean  Basin,  external  financing,  technical  assist¬ 
ance,  establishment  of  a  regional  centre  for 
the  development  of  small-scale  industry,  and 
foreign  trade. 

With  regard  to  the  first  of  these  topics,  the 
Meeting  recommended  to  the  Governments  of 
the  countries  concerned  that  they  should  strive 
to  reconcile  their  national  interests  with  a 
view  to  increasing  their  participation  in  the 
Latin  American  integration  process  and  strength¬ 
ening  their  bargaining  position  on  all  matters 
relating  to  international  trade  and  external 
financing.  To  that  end  they  should  establish 
permanent  machinery  for  consultation  among 
their  countries.  They  should  also  encourage 
co-ordination  of  activities  and  exchange  of  in¬ 
formation  among  national  and  regional  financial 
institutions  and  among  research  centres  and 
agencies  representing  the  private  sector.  To 
ensure  that  national  development  plans  took 
full  advantage  of  the  opportunities  afforded  by 
regional  co-operation,  it  was  recommended  that 
the  Governments  should  sponsor  a  technical 
meeting  of  heads  of  planning  offices  and  direc¬ 
tors  of  national  integration  agencies. 

In  the  same  context,  the  Meeting  decided  to 
request  the  technical  units  of  integration  agen¬ 
cies  to  assist  in  the  attainment  of  tbe  objectives 
indicated  and  to  co-operate  with  those  eco¬ 
nomically  relatively  less  developed  countries 
which  decided  to  form  free  trade  zones  or 
economic  integration  areas. 

In  relation  to  trade  policy,  the  Meeting  reaf¬ 
firmed  the  fundamental  concept  that  products 
of  the  economically  relatively  less  developed 
countries  should  have  access  to  the  Latin  Ameri¬ 
can  market  on  a  preferential  and  priority  basis, 
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and  that  the  opening  of  their  own  markets  to 
the  other  countries  should  be  carried  out  grad¬ 
ually  and  over  a  longer  period.  The  following 
principles  defining  the  position  of  the  less 
developed  countries  on  trade  policy  questions 
were  also  adopted:  that  while  the  Latin  Ameri¬ 
can  common  market  was  in  process  of  formation, 
the  relatively  less  developed  countries  might 
grant  one  another  trade  advantages  which  did 
not  extend  to  the  other  Latin  American  coun¬ 
tries;  that  they  should  conclude  with  one 
another  or  with  more  developed  countries  in¬ 
dustrial  integration  and  complementarity  agree¬ 
ments,  or  sub-regional  agreements  for  accelerat¬ 
ing  economic  integration,  and  that  the  conces¬ 
sions  made  by  virtue  of  those  agreements  should 
not  be  applicable  to  the  relatively  more  de¬ 
veloped  countries;  that  preferential  regimes 
should  be  established  for  the  relatively  less 
developed  countries  in  the  process  of  harmoniza¬ 
tion  of  external  tariffs  and  in  the  treatment 
of  imports  of  capital  goods  and  essential  in¬ 
puts;  and  that,  in  accordance  with  the  foregoing 
principles,  the  countries  at  more  advanced  stages 
of  development  should  recognize  that  their 
relations  with  the  less  developed  countries 
should  be  based  on  weighted  reciprocity  which 
took  into  account  the  structure  and  economic 
potential  of  the  latter. 

The  Meeting  further  decided  to  request  the 
ECLA  secretariat,  in  co-operation  and  co-ordina¬ 
tion  with  regional  and  international  agencies, 
to  carry  out  studies  and  suggest  ways  and 
means  of  securing  compliance  with  the  prin¬ 
ciples  set  forth  above.  The  studies  should  deal, 
inter  alia,  with  the  following  questions:  the 
liberalization  of  trade  with  preferential  treat¬ 
ment  for  the  relatively  less  developed  countries; 
the  granting  of  trade  advantages  to  the  rela¬ 
tively  less  developed  countries  which  should 
not  extend  to  the  other  Latin  American  coun¬ 
tries;  and  tariff  equalization,  with  a  view  to 
facilitating  its  acceptance  by  the  relatively  less 
developed  countries.  They  should  include  the 
preparation  and  up-dating  of  a  table  of  tariff, 
exchange  and  other  restrictions  on  trade  between 
the  Latin  American  countries;  the  preparation 
of  a  report  on  bilateral  and  multilateral  agree¬ 
ments  to  which  the  economically  relatively  less 
developed  countries  of  the  region  were  parties; 
the  evaluation  of  the  probable  effects  of  the 
opening  of  markets  for  the  less  developed 
countries  of  the  region;  and  a  survey  of  the 
supply  of  capital  goods  and  industrial  inputs 
essential  to  Latin  America. 

The  Meeting  stressed  the  need  for  the  rela¬ 
tively  less  developed  countries  to  participate 


in  the  formulation  of  regional  policy  governing 
sectoral  agreements,  and  in  the  actual  prepara¬ 
tion  of  the  relevant  studies.  The  participants 
likewise  expressed  their  concern  that  all  the 
relatively  less  developed  countries  should  par¬ 
ticipate  in  the  formulation,  elaboration  and 
conclusion  of  sectoral  agreements  within  the 
region,  so  that  their  views  could  be  duly  con¬ 
sidered,  as  well  as  their  prospects  of  participat¬ 
ing  in  activities  deriving  from  the  establishment 
of  the  Latin  American  common  market.  In 
addition,  the  Meeting  reached  the  following  two 
decisions:  to  request  the  ECLA  secretariat,  in 
co-operation  with  FAO  and  other  specialized 
agencies,  to  continue  to  examine  the  possibilities 
of  concluding  sectoral  agreements  in  respect  of 
agriculture  and  to  work  out  alternative  ways 
in  which  the  various  relatively  less  developed 
countries  might  participate;  and  to  urge  the 
United  Nations  Development  Programme  and 
other  international  agencies  to  press  forward 
in  their  research  on  specific  natural  resources 
found  in  the  relatively  less  developed  countries, 
so  that  their  exploitation  might  be  undertaken 
for  the  purposes  of  regional  projects. 

In  connexion  with  economic  co-operation 
between  the  countries  of  the  Caribbean  basin, 
the  Meeting  decided  to  request  the  ECLA  secre¬ 
tariat,  in  consultation  and  co-operation  with  the 
Central  American  Common  Market  and  the  other 
Governments  concerned,  to  undertake  a  study 
of  the  possibilities  of  establishing  increasingly 
close  co-operation  between  the  countries  of  the 
Caribbean  Basin;  and  to  convene,  in  due  course 
and  after  consultation  with  the  governments 
concerned,  a  meeting  to  consider  tbe  study  in 
question  and  reach  decisions  on  the  findings 
and  proposals  it  contained.  Another  decision 
adopted  was  to  request  the  Inter-American  De¬ 
velopment  Bank,  tbe  secretariat  of  the  United 
Nations  Conference  on  Trade  and  Development 
and  the  United  Nations  Development  Programme 
to  provide  technical  and  financial  assistance  for 
the  project. 

With  reference  to  external  financing,  the 
Meeting  recommended  to  the  international  and 
regional  financing  agencies  that  in  defining  their 
financial  assistance  policies  and  programmes 
they  should  devote  special  attention  to  the 
economically  relatively  less  developed  countries 
of  Latin  America  and  should  grant  them  pref¬ 
erential  treatment.  Additional  resources  should 
be  allocated  to  those  countries  to  meet  the  new 
financial  needs  arising  from  any  integration 
programmes  in  which  they  participated,  without 
prejudice  to  such  resources  as  might  be  assigned 
to  them  for  purposes  of  implementing  their 
national  development  plans.  In  the  allocation 
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of  those  resources,  priority  should  be  given  to 
investment  projects  related  to  integration,  par¬ 
ticularly  in  the  following  fields:  infrastructure; 
the  establishment  of  new  industries  and  the 
modernization  of  those  already  existing;  the 
expansion  of  agricultural  production  and  yields; 
and  the  promotion  of  exports.  Steps  should  be 
taken  to  make  procedures  for  the  granting  of 
credits  more  flexible,  and  to  reduce  requirements 
that  slowed  up  the  formalities.  As  part  of  the 
preferential  treatment,  longer  repayment  and 
grace  periods  and  lower  rates  of  interest  should 
be  granted  to  the  economically  relatively  less 
developed  countries  of  Latin  America;  larger 
proportions  should  be  allocated  for  the  financ¬ 
ing  of  local  costs;  specific  funds  should  be  as¬ 
signed  to  national  and  sub-regional  institutions 
to  be  administered  as  investment  trusts;  guar¬ 
antee  certificates  or  vouchers  for  securities  issued 
by  governments  or  their  development  agencies 
should  be  authorized,  in  order  to  facilitate  their 
sale  on  international  capital  markets;  and  tech¬ 
nical  personnel  from  the  less  developed  coun¬ 
tries  should  be  given  an  opportunity  to  join  the 
staff  of  such  institutions.  The  Pre-Investment 
Fund  of  the  Inter-American  Development  Bank 
and  the  Integration  Fund  administered  by  the 
Central  American  Bank  for  Economic  Integra¬ 
tion,  among  others,  should  be  strengthened  to 
enable  them  to  finance  feasibility  studies  for  in¬ 
dustrial,  agricultural  and  infrastructure  projects 
in  the  economically  relatively  less  developed 
countries. 

In  the  same  connexion,  the  Meeting  suggested 
that  the  governments  of  the  economically  rela¬ 
tively  less  developed  countries  should  consider 
the  possibility  of  establishing  a  “compensation 
fund”  to  offset  possible  reductions  in  fiscal  re¬ 
venue,  and  that,  for  that  purpose,  the  Co-ordinat¬ 
ing  Commission  of  the  Latin  American  Free- 
Trade  Association  and  the  Central  American 
Common  Market  should  be  asked  to  prepare, 
with  the  participation  of  countries  belonging 
to  neither  of  those  integration  systems,  a  first 
draft  for  the  project  in  question. 

With  respect  to  technical  assistance,  the  Meet¬ 
ing  recommended  to  international  and  regional 
technical  assistance  agencies  that  in  formulating 
and  establishing  their  programmes  they  should 
grant  priority  to  the  relatively  less  developed 
countries,  and  that  they  should  give  special 
attention  to  the  needs  of  those  countries  in  the 
following  respects:  the  identification  of  activi¬ 
ties  of  special  interest  to  the  relatively  less  de¬ 
veloped  countries  with  a  view  to  supplying  the 
regional  market;  the  establishment  or  improve¬ 


ment  of  export  promotion  procedures  and 
mechanism;  the  modernization  of  enterprises 
or  activities  which  might  be  affected  by  integra¬ 
tion,  and  the  improvement  of  their  efficiency; 
advisory  assistance  to  entrepreneurs  and  training 
of  skilled  labour;  the  training  of  a  group  of 
top-level  professionals  to  act  as  leaders  in  nego¬ 
tiations  with  other  countries,  and  the  establish¬ 
ment  of  the  necessary  training  centres.  It  was 
also  decided  to  recommend  to  international  agen¬ 
cies  that  they  should  establish  and  step  up  pro¬ 
grammes  for  direct  technical  assistance,  research, 
and  training  of  public  officials,  in  order  to 
improve  and  modernize  the  public  administra¬ 
tion  in  the  relatively  less  developed  countries 
and  increase  its  efficiency,  and  that  they  should 
consider  the  possibility  of  inter-institutional  co¬ 
operation  for  that  purpose.  Emphasis  was  laid 
on  the  urgent  need  to  formulate,  with  the  co¬ 
operation  of  international  agencies,  particularly 
the  United  Nations  Development  Programme, 
intensive  programmes  for  evaluating  water, 
forest,  mining,  fisheries,  agricultural,  and  tour¬ 
ism  resources  in  the  relatively  less  developed 
countries,  in  order  to  promote  the  establishment 
of  new  industries  and  diversify  the  sources  of 
employment.  For  the  purposes  indicated,  the 
Meeting  advocated  an  increase  in  the  resources 
allocated  by  the  Pre-Investment  Fund  of  the 
Inter-American  Development  Bank  and  by  the 
United  Nations  Development  Programme  (Spe¬ 
cial  Fund)  for  financing  studies  which  were  of 
special  interest  to  the  economically  relatively 
less  developed  countries  and  which  would 
further  the  regional  integration  process. 

With  regard  to  the  establishment  of  a  regional 
centre  for  the  development  of  small-scale  indus¬ 
try,  the  Meeting  decided  to  request  ECLA  and 
the  United  Nations  Industrial  Development  Or¬ 
ganization  to  prepare  a  project  and  present  it 
to  the  United  Nations  Development  Programme, 
and  to  enlist  the  co-operation  of  international 
and  regional  agencies,  and  of  the  industrialized 
countries  concerned,  in  the  prompt  execution 
of  the  project  in  question.  It  was  recommended 
that  the  centre  should  have  its  headquarters  in 
Quito  and  should  work  in  close  co-operation 
with  the  Central  American  Research  Institute 
for  Industry,  so  that  the  latter  agency  might 
broaden  its  field  of  activity  and  serve  the  Central 
American  and  Caribbean  countries  and  other 
countries  wishing  to  be  associated  with  the  Insti¬ 
tute. 

In  the  field  of  foreign  trade,  the  Meeting  de¬ 
cided  to  recommend  to  the  economically  rela¬ 
tively  less  developed  countries  of  Latin  America 
that  they  should  join  with  the  other  countries 
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of  the  region  in  concerted  action  to  remove 
the  obstacles  restricting  the  possibilities  of  sell¬ 
ing  the  Latin  American  countries’  traditional 
exports  on  world  markets.  It  urged  them  to  as¬ 
sociate  themselves  with  the  other  countries  of  the 


region  in  efforts  to  ensure  that  the  export  quotas 
established  in  international  commodity  agree¬ 
ments  were  raised  to  a  level  that  would  facilitate 
the  more  rapid  economic  and  social  development 
of  Latin  America. 


II 

Working  group  on  national  accounts 

(Santiago,  Chile,  30  October  to  10  November  1967) 


This  second  meeting  of  the  Working  Group 
was  sponsored  jointly  by  ECLA  and  the  Statis¬ 
tical  Office  of  the  United  Nations.  Participants 
from  Argentina,  Bolivia,  Chile,  Colombia,  Ecua¬ 
dor,  Guatemala,  Mexico,  Trinidad  and  Tobago 
and  Venezuela  attended  the  meeting.  Representa¬ 
tives  of  the  Latin  American  Institute  for  Econo¬ 
mic  and  Social  Planning  (ILPES)  and  the 
Development  Centre  of  the  Organisation  for 
Economic  Co-operation  and  Development 
(OECD)  also  participated  and  the  Inter-Ameri¬ 
can  Statistical  Institute  (IASI),  the  Universidad 
de  Chile  and  the  Universidad  de  Concepcion 
sent  observers. 

The  Group  met  to  consider  recent  progress 
in  the  revision  and  extension  of  the  United 
Nations  System  of  National  Accounts  (SNA), 
and  subsequently  presented  its  conclusions  to 
the  United  Nations  Expert  Group  which  met  in 
Paris  in  November  1967  and  to  the  fifteenth 
session  of  the  Statistical  Commission,  held  in 
New  York  in  February  1968. 

Three  main  topics  were  discussed:  the  revised 
system  of  national  accounts  and  its  adaptation 
to  Latin  America,  sources  of  data  and  techniques 
for  compiling  national  accounts  in  Latin 
America,  and  other  business. 

Under  the  first  heading,  the  Working  Group 
discussed  the  purposes,  uses  and  structure  of 
the  proposed  new  system,  including  input-output 
tables.  The  new  system  includes  three  types  of 
accounts:  the  number  I  accounts  are  the  con¬ 
solidated  accounts  for  the  nation;  the  number  II 
accounts  refer  to  production,  consumption  ex¬ 
penditure  and  capital  formation;  and  the  num¬ 
ber  III  accounts  take  care  of  financial  transac¬ 
tions,  and  include  income  and  outlay  and  capital 
finance  accounts.  The  new  system  contains,  in 
addition,  two  other  types  of  tables,  namely,  sup¬ 
porting  and  supplementary  tables.  The  support¬ 
ing  tables  provide  more  detailed  breakdown  of 
the  categories  included  in  the  accounts;  the 
supplementary  tables  are  meant  to  accommodate 
information  which  cannot  be  derived  from  the 


main  accounts  but  which  is  still  considered  im¬ 
portant  enough  for  some  purposes  to  be  in¬ 
cluded  in  the  system.  The  adaptation  of  the  sys¬ 
tem  to  developing  countries  includes  a  number 
of  accounts  and  tables  which  cannot  be  derived 
from  the  matrix,  such  as  illustrative  accounts 
for  areas,  for  key  segments  and  for  the  public 
sector,  and  tables  for  the  supply  and  use  of  com¬ 
modities  where  transactions  are  valued  at  market 
prices  rather  than  at  basic  values  as  in  the  main 
system. 

The  Group  considered  that  the  layout  of  the 
new  system  was  adequate  for  the  presentation 
of  data  and  for  socio-economic  analysis,  since  it 
provided  a  more  complete  basis  than  the  exist¬ 
ing  one. 

Other  topics  discussed  included  questions 
related  to  definitions  and  classifications,  stan¬ 
dard  accounts  and  tables,  priorities  and  estimates 
at  constant  prices.  The  discussions  on  definitions 
and  classifications  centred  on  the  concept  of 
production  limits,  treatment  of  the  real  estate 
industry,  income  distribution,  problems  relating 
to  the  analysis  of  the  labour  force  and  to  in¬ 
formation  on  capital  and  depreciation,  capital 
formation,  production  and  capital  formation  ac¬ 
counts  by  institutional  sectors,  administrative 
and  similar  expenditure,  classification  of  econo¬ 
mic  activities,  classification  by  institutional  sec¬ 
tors,  indirect  import  taxes,  classification  of  di¬ 
rect  taxes  and  current  transfers  by  households, 
balance  of  payments,  treatment  of  bank  services, 
used  goods,  and  capital  finance  accounts.  The 
discussions  on  standards  accounts  and  tables 
centred  on  the  accounts  and  tables  proposed  for 
the  adaptation  of  the  full  system  to  the  develop¬ 
ing  countries.  The  principal  change  introduced 
in  the  priorities  presented  in  document  E/ 
CN.3/356,  “Proposals  for  the  revision  of  the 
SNA,  1952”  consists  in  the  assignment  of  a 
higher  priority  to  the  tables  at  constant  prices, 
in  view  of  their  importance  for  the  Latin  Amer¬ 
ican  countries  in  particular  and  for  economic 
analysis  in  general.  As  regards  estimates  at 
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constant  prices,  the  Group  agreed  that  the  in¬ 
clusion  of  a  chapter  on  constant  prices  in  the 
revised  SNA  constituted  an  advance.  It  felt, 
however,  that  very  little  progress  had  been  made 
during  the  last  few  years  in  developing  prin¬ 
ciples  of  deflation  which  go  beyond  the  items 
on  the  production  account.  This  meeting  of  the 
Group,  like  the  1965  meeting  was  very  much 
concerned  with  the  problems  and  possibilities  of 
deflating  income  flows,  in  particular  the  direct 
deflation  of  the  foreign  balance.  It  was  recog¬ 
nized  that,  except  in  so  far  as  the  deflation  of 
compensation  of  employees  and  the  foreign 
balance  are  concerned,  little  practical  experience 
is  available  in  the  field  of  deflating  income  flows. 
In  view  of  the  importance  of  the  subject  for 
countries  with  inflationary  problems,  however, 
the  Group  felt  that  the  matter  required  intensive 
and  thorough  study.  In  this  connexion,  the 
Working  Group  strongly  recommended  that  the 
United  Nations  continue  work  on  the  problems 
of  estimating  national  accounts  at  constant 
prices,  and  that  an  effort  should  be  made  to 
solve  the  problems  of  deflating  income  flows  for 
different  purposes,  explicitly  defining  the  con¬ 
cepts  involved  in  each  case. 

With  regard  to  sources  of  data  and  techniques 
for  compiling  national  accounts  in  Latin 
America,  the  practical  difficulties  encountered  in 


preparing  estimates  were  discussed  in  detail, 
with  emphasis  on  those  relating  to  agriculture 
and  services.  Views  were  exchanged  on  the 
methods  used  to  fill  the  gaps  in  basic  statistics 
in  respect  of  construction  and  improvements 
undertaken  by  agricultural  producers  on  their 
own  account,  and  with  regard  to  estimates  of 
inventories  of  agricultural  and  livestock  prod¬ 
ucts  held  by  both  producers  and  middlemen. 
The  discussion  also  touched  upon  the  procedures 
adopted  to  define  prices  at  the  producer  level, 
for  which  basic  data  are  non-existent  in  most 
countries  of  the  region.  Detailed  descriptions 
were  also  given  of  the  methods  applied  in  pre¬ 
paring  service  estimates,  at  both  current  and 
constant  prices,  special  attention  being  devoted 
to  the  problems  deriving  from  the  use  of  oc¬ 
cupied-population  figures  as  basic  data  for  such 
estimates.  The  Group  discussed  the  possibility 
of  adopting  methods  based  on  the  analysis  of 
tax  data  and  other  administrative  records,  and 
the  results  obtained  by  means  of  ad  hoc  sur¬ 
veys  on  some  specific  services  were  also  de¬ 
scribed. 

Lastly,  the  ECLA  secretariat  was  requested 
to  institute  a  system  for  the  regular  exchange  of 
information  and  views  among  national  accounts 
experts  in  Latin  America. 


Ill 

Meeting  of  government  experts  of  the  developing  countries  members  of  the  Commission 

(Santiago,  Chile,  11-15  December  1967) 


This  meeting  was  called  by  ECLA  in  com¬ 
pliance  with  its  resolution  264  (XII)  on  Latin 
America  and  the  second  session  of  the  United 
Nations  Conference  on  Trade  and  Development. 
Under  the  terms  of  this  resolution  the  ECLA 
secretariat  was  requested  to  revise  and  update 
its  report  on  Latin  America  and  international 
trade  policy  (E/CN.12/773),  which  was  a  pro¬ 
visional  version  of  the  study  prepared  for  the 
second  UNCTAD  session.  Once  this  had  been 
done,  the  secretariat  was  further  requested  to 
convene  a  meeting  of  government  experts  to 
review  the  document  before  submission  to  the 
second  UNCTAD  session. 

The  meeting  was  attended  by  experts  accred¬ 
ited  by  the  Governments  of  Argentina,  Brazil, 
Chile,  Colombia,  Costa  Rica,  the  Dominican 
Republic,  Ecuador,  Guatemala,  Haiti,  Honduras, 


Mexico,  Panama,  Peru,  Trinidad  and  Tobago, 
Uruguay  and  Venezuela. 

The  debate  centred  on  the  recent  evolution 
and  the  trends  of  Latin  America’s  foreign  trade, 
the  broad  lines  of  international  trade  policy — 
the  trade  policies  of  the  major  centres  in  rela¬ 
tion  to  Latin  America,  the  fulfilment  by  the 
developed  countries  of  trade  commitments  en¬ 
tered  into  with  the  developing  countries  and 
Latin  America  in  particular,  problems  deriving 
from  the  application  of  certain  escape  clauses 
and  possible  solutions,  the  results  of  the  Ken¬ 
nedy  Round  from  the  standpoint  of  Latin 
America,  possible  formulas  and  machinery  for 
future  action — and  Latin  America’s  position  at 
the  second  UNCTAD  session.  On  the  last  point, 
a  discussion  took  place  on  the  aims  of  the 
second  UNCTAD  session,  commodity  trade 
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problems  and  policies,  the  expansion  and  diversi¬ 
fication  of  exports  of  manufactures  and  semi¬ 
manufactures  from  the  developing  countries, 
trade  and  development  financing,  shipping,  the 
expansion  of  trade,  and  economic  integration, 
among  the  developing  countries,  special  meas¬ 
ures  in  favour  of  the  relatively  less  developed 


countries,  and  the  growth  of  trade  with  the 
centrally  planned  economies. 

The  secretariat  took  note  of  the  comments 
made  at  the  meeting,  and  included  them  when¬ 
ever  possible  in  the  revised  version  of  the  docu¬ 
ment  entitled  “Latin  America  and  the  second 
session  of  UNCTAD”  (E/CN. 12/803) . 


IV 


Regional  inter-agency  meeting  on  community  development 

(Santiago,  Chile,  23-25  January  1968) 


This  meeting  was  held  under  the  auspices  of 
ECLA  and  in  compliance  with  a  recommendation 
of  the  United  Nations  Administrative  Commit¬ 
tee  on  Co-ordination.  It  was  attended  by  officials 
from  the  following  agencies:  the  Andean  Indian 
Programme,  the  Inter-American  Development 
Bank,  the  Venezuelan  Centre  for  Training  and 
Applied  Research  in  Community  Development 
(Centro  Venezolano  de  Entrenamiento  e  Inves- 
tigacion  Aplicada  en  Desarrollo  de  la  Comu- 
nidad),  the  United  Nations  Children’s  Fund,  the 
Chilean  Institute  for  Training  and  Research 
in  Agrarian  Reform  (Instituto  Chileno  de  Capa- 
citacion  e  Investigacion  de  la  Reforma  Agraria) , 
the  Organization  of  American  States,  the  Food 
and  Agriculture  Organization  of  the  United 
Nations,  the  World  Food  Programme,  the  United 
Nations  Educational,  Scientific  and  Cultural  Or¬ 
ganization,  the  International  Labour  Organisa¬ 
tion,  the  World  Health  Organization  and  the 
Pan  American  Sanitary  Bureau,  and  the  Latin 
American  Institute  for  Economic  and  Social 
Planning. 

The  following  were  the  three  major  items  on 
the  agenda:  policy  issues  in  community  develop¬ 
ment  and  co-ordinated  action  of  international 
organizations;  integral  regional  development 
as  a  basis  for  local  and  community  programmes; 
and  professional  training  for  regional  and  local 
development  in  Latin  America. 

The  object  of  the  meeting  was  to  promote  a 
free  exchange  of  ideas,  but  not  to  formulate 
recommendations  which  would  represent  commit¬ 
ments  for  agencies  or  participants. 

Attention  was  drawn  to  the  international 
agencies’  interest  in  elucidating  and  defining 
community  development  concepts,  techniques 
and  objectives.  The  discussion  showed  that  the 
experts  present  were  more  concerned  with  the 
problems  of  introducing  appropriate  techniques 


for  the  planning,  co-ordination  and  administra¬ 
tion  of  development  programmes  at  the  local 
level,  viewed  as  a  broad  category,  than  in  the 
question  of  clarifying  the  meaning  and  future 
role  of  community  development.  It  did  not  ap¬ 
pear  that  Latin  America  was  approaching  a 
unified  doctrine  in  this  policy  area;  but  the 
continuing  search  for  functional  mechanisms  to 
stimulate  the  development  of  communities,  areas 
and  internal  regions  was  producing  a  body  of 
theories  and  techniques  with  common  elements 
in  the  different  sectors,  whose  application 
coincided  with  the  widening  use  of  the  term 
“community  development”.  The  very  fact  that 
governments  were  increasingly  disposed  to  sup¬ 
port  such  a  policy  highlighted  the  fundamental 
obstacles  to  its  implementation.  In  addition  to  the 
difficulties  of  formulating  administrative  mecha¬ 
nisms  for  the  co-ordination  of  health,  educa¬ 
tional,  agricultural  and  land  reform  agencies, 
public  works,  social  services,  etc.,  action  at  the 
local  level  involved  another  serious  problem: 
how  local  government  institutions  could  be  sys¬ 
tematically  drawn  into  the  processes  of  decision¬ 
making  and  programme  implementation. 

In  the  context  of  regional  as  against  local 
development,  it  was  pointed  out  that  a  nation 
was  the  sum  of  its  regional  and  local  areas, 
whose  special  features  determined  the  pos¬ 
sibilities  of  absorbing  investment  and  obtaining 
differential  responses  to  development  problems. 
Integral  regional  development  was  a  means  of 
linking  national  and  local  planning.  In  so  far 
as  the  technical  agencies  concentrated  their  at¬ 
tention  on  planning  and  plan  implementation  by 
areas  or  regions,  problems  of  inter-sectoral  co¬ 
ordination  could  be  more  effectively  solved 
through  comprehensive  programmes  at  the  re¬ 
gional  and  local  levels  than  by  centralized 
mechanisms  at  the  national  level. 
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With  regard  to  international  professional 
training,  the  view  was  expressed  that  training 
programmes  should  be  primarily  directed  to¬ 
wards  the  break-down,  localization  and  imple¬ 
mentation  of  development  policies  and  pro¬ 
grammes.  Regional  and  local  planning  theory 
and  practice  should  focus  on  methods  capable 
of  capturing  local  aspirations  and  feeding  them 
hack  into  the  plans.  Training  should  foster  a 
new  attitude  among  technical  personnel  and 
officials  at  both  the  high  and  the  intermediate 
level  which  would  enable  them  to  use  national 
policies  and  programmes  as  frames  of  reference 


for  their  work,  and  to  incorporate  organized 
popular  participation  in  all  aspects  of  the  plan 
implementation  process.  Planning  was  a  joint 
responsibility  which  required  the  collaboration 
of  the  operational  and  administrative  agencies 
with  the  planners.  In  order  to  achieve  such  inte¬ 
gration,  the  training  programme  should  include 
comprehensive  knowledge  of  the  development 
process  and  the  dynamics  of  social  and  institu¬ 
tional  change  understood  as  a  total  process;  a 
broad  command  of  planning  techniques;  and 
an  ability  to  utilize  the  techniques  of  public 
administration. 


V 

Report  of  the  Seminar  on  Administrative  Aspects  of  Plan  Implementation 

(Santiago,  Chile,  19-27  February  1968) 


This  Seminar  was  organized  by  the  United 
Nations  through  the  Economic  Commission  for 
Latin  America,  the  Latin  American  Institute 
for  Economic  and  Social  Planning,  and  the 
Public  Administration  Division  and  Office  of 
Technical  Co-operation  at  Headquarters.  It  was 
attended  by  participants  from  Bolivia,  Brazil, 
Chile,  Colombia,  Costa  Rica,  Cuba,  the  Domini¬ 
can  Republic,  Ecuador,  Guayana,  Haiti,  Hon¬ 
duras,  Jamaica,  Mexico,  Nicaragua,  Panama, 
Paraguay,  Peru,  Trinidad  and  Tohago,  Uruguay 
and  Venezuela.  Also  present  were  observers  from 
technical  institutions  in  Argentina,  Brazil,  Chile, 
Cuba,  Peru  and  Venezuela,  and  from  the  fol¬ 
lowing  international  organizations:  the  Interna¬ 
tional  Labour  Organisation,  the  Food  and 
Agriculture  Organization  of  the  United  Nations, 
the  United  Nations  Educational,  Scientific  and 
Cultural  Organization,  the  World  Health  Organi¬ 
zation,  the  United  Nations  Children’s  Fund,  the 
United  Nations  Development  Programme,  the 
Organization  of  American  States,  the  Ford 
Foundation  and  the  Latin  American  Faculty  of 
Social  Sciences. 

The  purpose  of  the  meeting  was  to  examine 
the  question  of  assigning  authority  and  respon¬ 
sibility  for  development  planning  and  the  rela¬ 
tions  between  planning  agencies  at  all  levels 
and  the  centres  whose  policy  decisions  influence 
planning;  to  formulate  recommendations  for 
greater  participation  of  decision-making  centres 
in  the  planning  process;  to  analyse  administra¬ 
tive  planning  systems  in  Latin  America  and  seek 
ways  of  enhancing  administrative  capacity  to 
implement  development  plans  and  programmes; 


to  examine  the  administrative  organization  and 
procedures  for  short-term  activities  within  the 
framework  of  medium-  and  long-term  plans;  to 
indicate  whether  there  are  annual  operational 
plans  for  the  whole  economy  and  whether  pro¬ 
gramme  budgeting  is  being  used  for  the  public 
sector,  and  to  provide  the  necessary  guidelines 
for  making  annual  operational  plans  and  pro¬ 
gramme  budgeting  effective  instruments  of  plan 
implementation;  to  discuss  the  administrative 
requirements  for  the  formulation  and  execution 
of  annual  operational  plans  and  programme 
budgeting;  to  suggest  administrative  schemes 
for  supervising  and  evaluating  the  progress  of 
plans  and  for  adapting  them  in  order  to  ensure 
their  efficient  implementation;  and  to  determine 
whether  the  established  organization  and  pro¬ 
cedures  permit  continuing  supervision  of  plan 
implementation  at  the  global,  sectoral,  regional 
and  local  levels. 

The  discussions  centred  on  four  main  items: 
plan  formulation  and  implementation  machin¬ 
ery;  administrative  planning  as  an  integral 
part  of  the  planning  process;  conversion  of  the 
plan  into  operational  programmes;  and  control, 
evaluation  and  adaptation  of  operational  plans, 
programmes  and  projects. 

With  regard  to  the  first  item,  the  Seminar 
discussed  general  planning  machinery  and  its 
relationship  with  decision-making  centres  in 
respect  of  general  development  policy,  short¬ 
term  economic  and  social  policy,  public  in¬ 
vestment  and  the  private  sector ;  and  sectoral 
planning  machinery  and  how  it  is  linked  with 
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decision-making  centres  (with  emphasis  on  agri¬ 
culture  and  industry)  :  agencies  for  sectoral 
policy  formulation  and  implementation  at  the 
central  government  level;  centres  for  nation¬ 
wide  decision-making  concerned  with  develop¬ 
ment,  credit,  prices,  government  purchasing, 
technical  assistance  and  other  measures  which 
influence  the  development  of  particular  sectors; 
autonomous  or  decentralized  bodies  and  special¬ 
ized  public  (or  semi-public)  enterprises  in  a 
particular  sector;  and  the  role  of  regional  and 
local  agencies  and  the  private  sector  in  the  for¬ 
mulation  and  implementation  of  sectoral  plans. 

The  discussion  of  the  second  item  centred  on 
the  organization,  methods  and  content  of  admin¬ 
istrative  planning  at  all  levels;  and  methods 
of  evaluating  and  improving  administrative  ca¬ 
pacity  to  formulate,  discuss,  approve,  execute, 
supervise  and  evaluate  global,  sectoral  and  re¬ 


gional  development  plans,  and  also  programmes 
and  projects. 

The  main  points  discussed  under  the  third 
item  were:  administrative  questions  involved  in 
converting  the  long-term  plan  into  annual  opera¬ 
tional  plans  and  medium-term  investment  plans, 
including  ways  of  integrating  the  planning  and 
budgeting  processes;  and  projects  as  components 
of  plans  and  as  units  for  plan  implementation. 

Lastly,  with  regard  to  the  fourth  item  the 
Seminar  discussed  administrative  systems  estab¬ 
lished  to  control  the  execution  of  plans,  pro¬ 
grammes  and  projects  at  the  global,  sectoral, 
regional  and  local  levels;  and  organizational 
systems  and  procedures  for  collecting  informa¬ 
tion  for  the  periodic  evaluation  of  plan  imple¬ 
mentation,  analysing  the  gaps  between  targets 
and  results,  and  suggesting  specific  measures 
for  adjusting  projects,  programmes  and  plans. 
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